CASS CITY PUBLIC SCHOOLS
Cass City, Michigan

Fepon on Financial Statements
{with required supplementary
and additional information)
June 30, 2008

BOARD OF EDUCATIGN
Michelle Biddinger Prasident
Douglas Lautner Vice President
Randy Severance Secratary
Danny Haag Treagurar
Craig Bellew Trustse
Cathy Kropewnicki Trustes
James Turner Trusiee
ADMINISTRATION

Faonald Wilson
Supserirtendent



Table of Confanis

REPQRT OF INDEPENCENT AUDITORS
MANAGEMENT'S DISCUSSION AND ANALYSIS
BASIC FINANCIAL STATEMENTS
Govarmment-wide Financial Statoments
Btafement of el Assats
Statemant of Aclivities
Fundg Financial Statements
Belance Shesd - Governmentel Funds
Reconcilfation of the Governmantel Funds Balance Shest lo the Staterment of Nef Assels
Statemend of Revermas, Expaendiltires and Changss in Fund Balsnces - Goveramental Funds

Raconciiglion of the Governmentsl Funds Statement of Revenues, Expenditures, and Changes
iy Fund Balance to the Staterment of Aclivilies

Statement of Fiduciary Met Assals
ffofas te the Financiel Siafomenls
REQUIRED SUPPLEMENTARY INFORMATION
Budgetery Companizon Schadife - General Fung
ADDITIONAL INFORMATION

Nonmafor Governmsntal Fund Types
Combiring Befance Shaat

Combining Statement of Revenues, Expenditures and Changes in Fund Salance

Genoral Fund:
Schadule of Revenues and Ofhar Financing Sources Comared {o Budget

Schedule of Expendilures and Ofher Financing Uses Compared to Budge!

Speclal Revenile Fungds:
Combining Batance Sheet

Cotndyining Statement of Revenues, Expenditures and Changes in Fund Balance

Deabt Service Fund:
Comiviing Balance Sheet

Combining Statemeont of Revenues, Expenditures and Changes in Fund Balance
Fiduciary Funitis:
Private-purpose Trust and Agency Funds - Stelement of Cash Receipts, Cash Dishursemaents
and Liabilifies
Schedula of Bondad Dabt - 1286 Dabt
Schedule of Bonded Dehl - Durant Sonds
Schadule of Paymants on Enargy Pragram Loan

Schedule of Buz Mote Pavmenis

PAGE NUMBE]
&2

F- i

- 20

21

22

23

24

25-32

33

34
L

345

37

38

40

1



ANDERSON, TUCKEY, BERNHARDT & DORAN, PC.
Certified Public Accountants

R

-1+ . Gary R Anderson, CBA
. ety . Bemhadt, CPA
"+ 1" Thomas B. Dotan, CPA _ Aungust 21, 2008
S Waderlp), Hartel, CPA
| ‘Tedry L, Haske, CPA
* Jamic L. Peasley, CPA
. Timafhy Franzel INDEPENDENT AUDITOR’S REPORT

- v, Tk o

To the Board of Education
Cass Cliy Public Schools
Cass City, Michigan 48728

We have audited the accompanying financial statements of the govarnmental activities, each
major fund, and the aggregate remaining fund information of Cass City Public Schools, as of
and for the year ended June 30, 2008, which collectively comprise the basic financial
statements of the District’s primary government as listed in the table of conterits. These
financial statements are the respansibility of Cass City Public Schools’ management. Cur
responstbilily is fo express opinions on hese fimancial statements based an our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and ths standards applicable to financial audits contzined in
. Government Auditing Standards issued by the Comptroller General of the United Statss.
Those standards require that we plan and perform tha audH to obtain reasonable assurancs
about whether the financial statements are free of material misstaternent. An auditincludes
£xamining, on a test basis, evidence supporting the amounts and disclosures in the financial
staternents. An audit alsoincludes assessing the accounting principles used and significant
esfimatas made by management, as well as evaluating the overall financial staternent
praseniation. We believe that our audit provides a reasonable basis for our opinlgns,

_In addition, in our opinion, the financial statements referred to above present fairly, in ail
- material respects, the respective financial position of the govermnmental activities, each major
ST fund, and the aggregate remaining fund information of Cass Gity Public Schools as of June

S R 30, 2608 and the respective changes in financial position thereof for the year then ended in -

e T conformily with accounting principles generally accepted in the United States of America.

tn accordance with Government Auditing Standards, we have also issued our repart datad
August 21, 2008, on cur considerafion of the Cass City Public Schools’ internal contro! over
finanglal reporting and on our fests of its compliance with certain provisions of laws,
regutations, contracts, and grant agreements and other matters. The purpose of that repart
is to describe the scope of our testing of internal control over financial reporting and
compliance and the resulls of that testing, and not to provide an opinion on the internal
cohitrol over financial regarting or on compliance. That report is an integral part of an audit

.7 igHas{ 'F;;,,kgtmt performed in accordance with Government Auditing Standards and should be considered in
Garo;MI 48723 assessing the results of our audit.

3 .':-',‘-f_'éa'srf'-_::‘;?j-s‘ i 1"-? ' The mé_nagement’s discussion and analysis and budgetary comparison inrformation on pages

(- BEH}-234-8829 ~ i through vil and page 21, are not a required part of the basic financial statements but are

,.:.j:_' ,E : K

v ﬂfﬂw iocations in.ﬂam,
Lass'City & Marlchc




Board of Education
Cass City Public Schools
August 21, 2008

supplementary information raquired by accounting principles generally accepted in the United States of
America. We have applied centain limited procedures, which consisted princlipally of inguires of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on i,

Our audit was canducted for the purpose of forming opinions on the financial statements that collechively
comprise the Cass City Public Schools’ basic financial statements. The additional information on pages 22 to
41 is presented for purposes of additional analysis and is not a required part of the basic financial statements.
This additional information has been subjected to the autiting procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements laken a5 a whole.

Oudousen by, Resndindd $duua P,

ANDERSON, TUCKEY, BERNSARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS



Cass City Public School District
Management’s Discussion and Analysis
For Fiscal Year Ended June 39, 2008

Cass City Schoal District, 2 K-12 school district located in ‘Tuscols, Sanilac and Huron Counties, rdichigan,
has implemented the provisions of Govermnental Accounting Standards Board Statement 34 {GASHE 34)
The Management’s Discussion and Analysis, a requircment of GASE 34, is intended to be the Cass City
School District administration’s discussion and analysis of the financial results for the fiscal yvears ended
Tone 38, 26468 and Tune 30, 2007,

Generally accepied accounting principles (GAAP), according to GASE 34, require the reporting of two
types of financiai statements: fund Hnancial statements and government-wide fnancial statements,

Fund Financial Statements

For the most part, the fund financial statements are comparable to prior years® financial statements, The
fand level statements arc reported on a modified accrual busis in that omly thosc assets thal are
“measurable” and “currently available™ ave reporicd. Liabilitics are recognized to the extent they ane
nortnally expected to be paid with current financial resowrces.

The fond statemerts are formatied to comply with the legal requircments of the Michigan Depariment of
Fducation’s “Accounting Manial” In the State of Michigan, school districts’ major instructional and
instructional support activitics are reperted in the General Fund.  Additional activities are reporked in
various other funds. These inciude Special Revenue Funds, Dubt Service Punds, and Capital Projects
Funds.

In the fund financial statements, capital assets purchased are reporied as expenditures in the year of
acquisition with no assef being reported. The isswance of debt is recorded as 2 finzncial resourcn, The
current year's paymoents of principal and inferest on long-tenn obligations are recorded as exponditures.
The vbligations for fulute years® debt service arc nof recorded in the fund financial statements.

Government-wide Financial Statements

The government-wide financial statements are caleulated using full accrnal aceounting and mere closcly
represent those presented by business and industry. Al of the District’s assets and Nabilities, bath short
and lang-term, are reported. As such, these statements include capital assets, nct of related depreciation, a3
weli as the bonded debt of tie District,



Cass City Public School District
Management's Discussion and Analysis
For Fiscal Year Ended June 30, 2008

Summary of Nel Assets

The foilowing schedule summarizes the net asscls al fiscal years ended;

June 30, 2008 June 38, 2007
Asgels
Current assely 5 5083930 ¥ 4,257,896
Capital asscls 14,870,393 14,766,156
Eess: Accumulated Deprociation {6, 830,609 (6,424 750)
Capitai Assels, net book vahie 8,039,784 #2341 406
Total assets 513,123,714 % 12,599 302
Lizbilifics
Current lizbilities T 4,566,362 5 4,373,053
Long-terin liabilitics 1,558 745 2,199,702
Toral liabilities 6,125 607 6,372,755
Met Assets
Invested in capifal assets, net of related debt 6,007,909 5,673,004
Heatrivied For debt service 315,105 278,958
Unrestricied {Deficit) 375,093 74,589
Total nel assels 6,908,107 6,026,547
Tatal lakilities and net asscls ¥1i 23,714 S 12,500 302

Aniysiz of Financial Position

During the fiscal year ended Tune 30, 2008, the District’s net assets increased by $971,560.
A few of the move significant factors affccting net assets duving the year are discussed below,

1. Depregigtion Expense

GASB 34 requires school districts to meintain a record of annual depreciation expense and the
accumulation of depreciation oxpense over lime. The ket increase in accumulated depreciation expense is a
reduciion in net assets.

Uepreciation expense is recorded on a siraight-line basis over the cstimated useful lives of the agsets. In
aceordaace with GAAP, depreeiation expense is caloniated based on the original cast of the asset less an
calimated salvage value, where applicable, The depreciation expense for the fiscal yvears ended June 30,
2008 and Juac 30, 2007 was 3405 858 and §398,125.

1



Cass City Public School District
Management’s Discussion and Analysis
For Figcal Year Ended June 30, 2008

2. Capital Quilay Acguisitions

For the fiscai year ended Junc 30, 2048, $104,237 ol expunditures were capilalized and recorded as assets
of the District and $1,332,130 for the year caded June 30, 2067, These additions to the District’s capital
asseks will be depreciated over tinie as explained abave,

The net effect of the wew capital asscis and the eureent year's depreciation is a decraase to capital assels in

the amount of $381 621 for the fiscal yoar ended June 30, 2008,

Results of Operations

For tiwe fiscal year ynded June 30, 2008, and Tune 30, 2007, the regulls of operations, on a District-wide

tasis, wora:

General Revenues

Praperty taxcs

Tnvesiment carhingy

Seale sourccs

‘Transfers from other districts

Sale of school property
CHber

Total peneral revenucs

Program Revenues

Charees {ar setvices
Opurating gras
Total revenues

Expenscs

Instruction

Support sorvices
Cenmiunity services
Capital Owtlay

Fond serviees

Athletics

Interest on long-lerm delbt

Unallocated depreciation exponse

increase (decrease) in ot assets

June 3, 208 June 30, 2007
Amount Tatal Amonnt % nf Total
31,617,109 13.21% £1,523,984 11.94%
£4,580 {.69% 75,185 0.59%
9447483 77.50% 10,01 3, 866 78.45%
49,591 0.41% 44,308 8.35%
1,728 0.01% 72,336 0.57%
405603 0.33% 59,479 (.47%
11,281 054 92, 16% 11,788,152 92400
264,267 2.16% 291,131 2.28%
695,954 5.69% 478,197 5.32%
12,241,315 1006054 12,758,480 L0009
7111880 63.11% 7513207 6:3.59%%
2,845 885 25.25% 3,800,365 25.40%
15474 8. 14% 59,401 {0.50%
33316 0. 30%
520,432 4. My 523,011 4.43%
201,293 1.79% 206,345 1.75%
126 6232 1.12% 113,77¢ .96%
405,858 360 398,125 337
11,269,755 100.00% 11,814,244 100.00%

971,560

ii1

P 944,236



Cass City Public School District
Management’s Discussion and Analysis
l'or Fiscal Year Ended Junc 30, 2008

Anulysis of Significant Revenucs and Expenses

Significant revenues and expenditlures are discessed in the scpments below:

L. Property Taxcs

The District lovies 18 mills of property taxes for operations an non-homestead propertics, According to
Michigan law, the taxable levy is based on the taxable valuation of properties. The annual taxable
valuation increases are capped # the rate of the prior year's Consvmer's Price Index increuse or 5%,
whichever is less. At the time property is sold, its taxable vahuation is readjusted to the State Hyualized
Valug, which in theory is hall of the property’s market value,

For the 2007-2008 fiscal year, the district levied $842,447 non-homestead property taxcs. This iepresented
an increase of 1LO7Y% from the prior year. Tie amount of unpaid property taxes at Junc 30,
20038, less an estimate for those deemed to be un-collectibic, was 17,000,

The following table summarizes the nen-hemestead property tax levies for operations for the past five

VOArs!
% Tnerease

Moa-homestead {Drecrease)
Fiscal Year Tax Lovy trom prior yem
20007 - 2008 842 443 L.o7
2000 - 2007 833,501 i3.23
2005 — 2006 736,109 {1.81}
2004 — 2005 749,703 6.0
2003 — 2004 797,003 B.87

2. Siate Sources

The majority ol the state sources is comprised of the per siudent foundation allowance, The State of
Michigan funds districts based on a blended student enrollinent. The blended cnroilment consists of 75%
of the current year's lall count and 25% of the prior year's spring count. For the 2007 2008 liscal year,
the District’s foundation allowance was $7,284 per student FTE, which represcrted an increase of £119
over the ameount received for the 2006 — 2007 fiscal vear.

3. Student Enrallment

The following schedule compares actual 1o budgeted FTE for the blended student enroliment for the
past five fiscal years:

Actual Budpeted Variangs
Blonded Bicnded Favoraile
Student FT1 Student FTE {Unfavorable)

2007 — 24008 1,378 1,378 o
2006 — 2407 LAG3 1,463 4]
2005 — 2006 1496 1,483 13
2004 - 2005 1,526 1,514 6
2603 — 2004 1,531 1,530 1

v



Cass City Public School District
Management's Discussion and Analysis
For Fiscal Year Ended June 30, 2008

4. Opcrating Grants
The District funds 2 significant panion of its opcrations wilh categorical sources, For the fscal year ended

June 36, 2008, {ederal, stale and otiter grants accoumed for $695,954, This represcnts an increase of
$17,757 aver the total granl sources received for the 2006 - 2007 fiscal yiar,

3. County Speeial Education Allocation

For the fiscal year ended June 30, 2008, the Distriet recoived an allocation from the Tuseoala Enermedinge
Schoal District in the amount of $41,939 1o assist with the education of students with special needs.

6. Interest Earnings

Tie District received intorest on is investments in the mmount of $84,580 for (he Gscal year cinded June 30,
2008, Interest revenues are up from the prior fiscal vear by $9,395.

7. Comparative Expenditures

A comparison of the expenditures reparted on the Statement of Revenves, Expenditures, and Changes in
Fund balances is shown below,

20472003 2006-2007 Increase

CExpenditures Fiscal Year Fiscal Year {Dccrease)
Insliuction B 7137833 3 7,576,946 {439,113}
Supportag Services 2,835,530 2,934,514 {98,934)
Food service activities 520432 52301 6,421
Athletic aclivities 201,293 204,365 {5,072}
Communily service ackivitics 15,474 59,401 (43,927
Capital ouilay 137,547 1,374,777 (1,237,230)
Debt servics 3,360 735,340 {31,980
Total Expenditures 511,560,519 B 13410,363 % (1,249,844

General Fund Budgetary Highlights

The Uniferin Budget Act of the State of Michigan requires that the local Board of Fiucalion approve the
originai budeet for the upcoming fiscal year prior o its starting on July 1%, Any amendments made lo the
operating budget must be approved by the Board prior to the close of the fiscal vear va June 30™

For the 2007 — 2003 fiscal year, the district anmtended the geaeral fund budget several times with the Board
adopting the final changes in jume 2008, The following scheduie shows a comparison of the original
general fund budget, the final amended general fund budget and acteal totals from operakions:



Cass City Public School District
Management's Discussion and Anglysis
For [iscal Year Ended June 30, 2008

Varianue
With Final
DBudges
Oripgingl Final Paositive
Budgzet Bulget Actual {nepative} % Variance
Total revenucs 510,895 3358 FI0,978 548 Ei0907,086 BTLAR2Y  D65%
Expenditures: - T
Instroction £ 7,302,117 3 7,106,237 $ 7,137,833 537,396  -p.51%
Supporling services 3033085 3052252 24873127 TA25 2.59%
Community services 3,258 15,474 15,474 - D00
Total expeaditures $10,338,452 $10,167,963 510,126,434 3 41,528 .4i%
Other Fingneing sonvces {uses):
Logn proceeds 94,153 o4, 153 94,153 - G.080%
Priacipal payments £55,803) {35,800) {90,683) {34.880)  G2.51%
Interest pavinent (49,344 (49,3443 {55,231} {3,887 i1.93%
Transfor to alfletic fnd {160,000 (160,00600 {160 00} . 6.00%%

Capital Asset and Debt Administration

Capital Assels

By the end of the 2007 — 2008 fiscal year, the district bad invested $14,870,397 a broad range of capital
assets, including school buildings and facilities, schaol buses and eolhier vehicles, and varions iypes of
cquipment, This representts a net fcrease of 104,237 over the prior fiscal year. Depreciated expense for
the yeur amounted to $4035,858 bringing the aconmulation to §6,830,609 as of Tune 30, 2008,

Long- term Deht

At Tune 30, 2008, the District had $2,38%,197 in long-termi debt outstanding, of which $2.031,875 was
bonded debt. This represents a decrcase in bonded debt of $624,012 over the amount outstanding at the
closed of the prior fiscal year,

Factors Bearing on the District’s Future

At the time that those fmancial statcments weire prepaved and audited, the District was aware of tho
loliowing items thal counld sipnificantly affect its financial health in the Tnture,

»  With the current cconamic condition in the country, and especially in the State of Michigan,
uncerfainty surrounds the level st which disfricts will be lupded Ffor the student foundation
ailowance for the 2008 2009 fiscal year, The early indication is that the foundation
allowance will remain uncertain well ko the {fiscal year which will pose a challenge to the
Disiriet to maintain structoral balance while contimnng with ifs educationa] progranuning,

+ As with other employers, the Distric! continues 1o face a vapid incrcase in ralcs paid For
employvee benefits, particularly For health insuranse.  Additionally, the State has not manaped

vi



Cass City Public School District

Management's Discussion and Analysis
For Figcal Year Ended junc 30, 2008

to keep down the growih in fhe rate districls fund the retivement sysiem over the past fow
years, angl the increase in the number of setirces prajected to ooonr aver the noxt fow years
miay aizo resull in higher annual inercases.

+ The Siate of Michizan continues 10 incrense its foous on stndent achievement. Hesults ol
standardized fesl scores (Michigan Education Asscesment Program) are compared {rom year
to year, with the resulls being tabulated by school building and by district, With the changes
fo the federal Title 1 lepislation resulling Fom the Mo Child Behind Act, adequate yoarly
progress oF students will he more important as cortain portions of funding are now tied (o i

Contracting the District’s Finaneial Management

Thiy financial veport is designed o provide our cilvgns, taxpaycers, custormers, and investors and creditors
with 3 general overview of the Disirict’s finanees and (o demonsiratle the Digtrict’s accouniabilily For the
oy it reccives. 15 yon Bave questions aboul this report, or need additional financial infermation, please

Cconlact:

Renald Wilson, Superintendent
Cass City Public Schepls

4868 M. Seeger 5t

Cass City, MI 48728

{989 £72-2200

vii
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CASS CITY PUBLIC SCHOOLS
STATEMENT OF NET ASSETS
June 30, 2008

ASBETS

CURRENT ASSETS:

Cash

tovestrents

Cure from other governmental units

Accountis Receivable

Propernty taxes receivable

e from ofter funds

TOTAL CURRENT ASSETS

MOMCURRENT ASSETS:
Capital assets
Less accumulated depreciation

TOTAL NONCURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES;

Accounts payable

MNotes payable

Accrued salaries & wages

Accruad payroll laxes

Accruad interast

Benefits payable

Retirement payable

Deferred revenue

Retirement incentive payable

Current portion of long term debd

TOTAL CURRENT LIABILITIES

MNONCURRENT LIABILITIES:
Moncurrent portion of long term debt
Retirement incentive payahble
Compensated Absences

TOTAL NONCURRENT LIABILITIES

NET ASSETS;
Invesied in capital assets, net of related debt
Restricted for debt service
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The socompanying notas an an inlegral pert of the [rancial slatements,
3

GOVERNMENTAL
ACTIVITIES

$ 3,261 702
30,351

1,722,288

52,588

17.000

5,083,830

14,870,393
(6,830,600}

8,038,784

3 13,123,714

$ 88,164
2,700,000

388,579

53,140

28,068

298,424

162,382

16,645

80,000

745 462

4,565,862

1,282,413
£0,000
216,322

1,568,736

6,007,909
315,105
675,102

6,898 117

3 13,123,714




CASS CITY PUBLIC SCHOOLS
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2008

GOVERNMENTAL
ACTIVITIES
Mef (Expense)
PROGRAM REVENUES Rewvaniue and
Charges for Operating Changes in
Functions/Programs Expenses Services Grants Net Assels
Governmental activities:
Instruction 3 FA11873 &% 9253 § 272894 % (6 829,728}
Suppaort sonvices 2845 883 3,066 116,954 {2,724 863)
Communily services 15,474 {15474}
Capital puilay 33,310 {33,310}
rood sefvices 529,432 210,471 306,108 {12,250
Athletics 201,283 40,577 {180,718}
Interast on long-term debt j26,622 {126,622
Unallocated depreciation 45,858 {405,858}
Total governmertdal activities 3 11269745 § 264267 3 695 054 {16,309, 524)
General revenues:
Property taxes, levied for general purposes 887 511
Properly taxes, levied for debt service 728,198
State of Michigan school aid unvesiricled 8487 483
Investment revenue 84 580
Transfer from other distiicts 49 581
Sale of school propaty 1.728
Miscellaneous 40,603
Talal generzl revenue 11,281,094
Change in net assets 971,570
Met assels, beginning of yaar 6,026,547
Wet assels, end of year $ 5,998 117

The rocompanying noles are an Integral part of the financal statements.,




CASS CITY PUBLIC SCHOOLS

ASSETS
CURRENT ASSETS:
Cash
Investments
Due from other governmental units
Acecounts receivable
Bue from other funds

TOTAL ASSETS

LIABIITIES AND FUND BAL ANCE

LIABILITIES:
Ascounts payable
Motes payable
Accrted interest
Accrued safaries & wages
e to other funds
Deferred revenue
Acerved payvroll taxes
Benefitz payable
Relirement payable

TOTAL LIABILITIES

FUND BALAMCE:
Unreserved
Reserved for debt sepvice

TOTAL FUND BALANCE

TOTAL LIABILITIES & FUND BALANCE

BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2008

The accompanyitg nales are an integral part af the linancial statements.

OTHER
NONMAJOR TOTAL
GENERAL DEBT GOVERNMENTAL GOVERMMENTAL

FUND SERVICE FUNDS FUNDS
¥ 2865528 % 344,171 % 52,003 ] 3,261 702
30,351 20,359
1,722,288 1,722,28%
45,415 - 7173 52,588
5,265 - 5,265
$§ 4668848 § 344171 3 89,176 8 507218b
3 88,164 3 - 3 88,164
2,708,600 2,708,000
10,080 10 08O
388 579 388,570
- 5 265 5,265
16,645 16,645
53,149 53,140
258,424 Z08.424
162,382 162,282
3715414 5,285 3,723,678
530 434 53,911 1,004,245
344,171 344171
950,434 344,171 53.911 1,348,316
5 4668848 5 344,171 % 58,176 $ 5,072 145




CASS CITY PUBLIC SCHQOLS
Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Assets
June 30, 2008

Total Fund Balances - Governmental Funds

Amounts reported for governmental activiies in the statement of
et assets are different because:

Capital assels vsed in governmental activilies are no}
financial resources and are not reported in the funds
The cost of the gapitsl assets is
Acounmulated depreciation is:

Long term liabilities are not due and payable in the current
pericd and are hot reported in the funds
Bonds payable;
Retirement incenfive payvable
Compensated ahsences
Accrued interest is not included as a lisbility in govem-
mental funds; it is recorded when paid:

Balance of taxes receivable at 5/30/08 less allowance for doubiful
accounts, expecied to he collected afier September 1, 2008

Net Assets of Governmental Activities

The accomparylng hales are an Integral part of the financta) sta!emaréts.

$ 1,348,516

14,878,383
(6,830,609}

(2,031,875)
{140,660)
(218,322)

(18,986)

17,8060

b 6,898,117



CASS CITY PUBLIC SCHOOCLS
Statement of Revenuas, Expenditures, and Changes in Funid Balances
Governmental Funds
For the Year Ended June 30, 2008

OTHER
HONMAJOR TOTAL
GEMNERAL DEBT GOVERMMENTAL GOVERNMENTAL
FUND SERVICE FUNDS FUMDS
REVEMUES:
Lacal sourees

Property Tax & 887,911 5 7289 188 ¥ 1,617,109

Interest incorme 68873 13,638 2,269 84,530

Food sales and athletic admissions 251,048 251,048

Other 03,822 - 53,822

State sources 8,455 513 - 31,970 8 487 483
Fedaral sources 385,848 308,106 £85 954
Cither transactions;

Transfars from other distnets 49 58 4% 591
TOTAL REVEMUES 10,905 354 742 B36 581,383 12,239,587
EXPEMDITURES:

Instrachon 7 137,833 7,137,833
Supporbing services 2,835,580 2,835,530
Community services 15,474 15,474
Food servlces 520,432 529 432
Athtetics 201,283 21,293
Capital outlay 137,547 137,547
Debt =arvace:;

Principal retirermesnt - &40,000 £40,000

Interest - 63,360 &3,380

Ofher costs - -
TOTAL EXPENMDITURES 10,126,434 703,360 730,725 11,560,518
EXCESS (DEFICIENCY) OF REVEMNUES OVER

EXFPENDITURES 778,824 38476 {139,332) 578 058
COTHER FINANCING SOURCES (USES)

Transfer from General Fupd 160,000 160,000

Transfer to Athletic Fundg {160 0060} (160,000}

Principal payments {90.683) {(90,683)

Interest payments {55,231} {55,231}

Laan Procesads 84,153 94,153

Procaeds from Bus Loan - -

Sale of school property 1,728 1,728
TOTAL OGTHER FINAMCING SOURCES {LISES) (210,033} - 150,000 {50,032}
EXCESS OF REVENUES OVER EXFENDITURES

& OTHER 30URCES (USES) 568,881 a9 474 20 B68 528,035
FUMND BALANCE {DEFICIT) - BEGINMING OF YEAR 381,543 304 8495 33,243 719,481
FUND BALANGE - END OF YEAR % 950,434 ¥ 344 171 53,911 5 1.348.518

Tha accempanyng notas zra anintegral past of tha finzhaal staterman)s,



CASS CITY PUBLIC SCHOQLS
Reconcitiation of the Statement of Revenues, Expendiiures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
Juns 30 2008

Total net change in fund halances--governnmentz! funds % 629,035

Armounts reporied for govemmental aclivities in the staterment of activities are
different because:

Capitai outiays are reported in governmenta! funds as expenditures. Howaver,

in the statement of activities, the cost of these assets are allocated over their

usaful livas as depreciation:
Depreciation expanse (405 858)
Capifal outlay 104 257
Basis of asseis sold -

Accrued interest on bonds is recorded in the statemeant of activitites when

incursed; it is not recoided in governimental funds until it is paid:
Acerued interest payable at the beginning of the year 10,855
Accrued interest payable at the snd of the year {18,988)

Repayments of principal on leng-term debt Is an expendiure in the governmental
funds, but ot in the statement of activities {where #t is a reduction of fiabilities) 730,683

Froceeds on long-terim deht is a ravenue in the governmienta) funds,
but ot in the statement of activities (it is an increase of lighiiities) {94,153}

Revenue is recorded on the accrual methed in the statement of achivities: i the

goveramental funds it is recorded on the madified acerual method and not

considered available;
Accrued revenue at the beginning of the vear £17,000)
Accrued revenue at the end of the year 17.000

Compensated retirement incentives are reporied on the accrual method n the

statemen! of activilies and recorded as an expenditure when Tnancial resources are

used in the governmental funds:
Accrued retirement incentives at the beginning of the year 180,000
Accryed retirement incentives at the end of the vear {140,000}

Accured compensated absences are recorded in the statement of activities when
meurred, but it is not recorded in the governmental funds umti it is paid.

Accruad absences at ths beginning of the year 181,879
Accrued absences at the end of the year {216,322
Change in net assets of governmentzl activities 3 o714, 870

The accompanying noles are an integral part of the financizt stalements.
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CASS CITY PUBLIC SCHOOLS
STATEMENT OF FIDUCIARY NET ASSETS
June 30, 2008

AGENCY FUNDS
CURRENT ASSETS
Cash 1 85 721
Investments
TOTAL ASSETS k] 45,721
LIABILITIES
Due to student organizations $ 86,7214
Bue to general fund
TOTAL L TABHIFIES 3 96,729

The accompanying notas are an integral part of {he Nnancizl sfatemenis,
]



CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The School district was organized in 1856 and presently covers approximately 200 square miles covering 2l or parts of
13 Townships in Tuscola Ceunty. The School District operates under an slected Schoo! Beard {7 members) and
provides educational services {0 approximately 1,378 students.

The basic financial statements of the Cass City Public Schools have been prepared in conformity with accounting
principles generally accepted in the United States of America {GAAP) as applied to government units. The
Governimental Accounting Standards Board (GASB) is the accepied standard-selling bedy for establishing
governmeantal accounting and financial reporting principles. The more significant of the District's accounting palicies
are described balow.

REPORTING ENTITY:
The Cass City Public Schools {the "Diskrict™} is governed by the Cass City Board of Education (the "Board), which has
responsibility and contrel over all achivities related to public schonl education within the District. The Disfrict receives
funding from local, state, and federal government sources and must comply with all the requiremsnis of these funding
source entifies. Howaver, the District ks not inciuded in any other governmental reporting entily as defined by the
accounting principles generally accepted in the United States of America. Board members are elected by the public
and have dacision-making authority, the power to designated management, the ability to significantly influence
operations, and the primary accountability for fiscal matters. (n addition, the District's reporting entity does not contain
any component units as defined in GASE Staterment #14 and #39, nor iz tha Diskrict a component unit of ancther entiby,

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS:

The government-wide financial slatements (i e, the statement of net assets and the statement of activities) report
information on 2ll of the non-fiduciary activities of the District. For the most part, the effect of inferfund activity has
largely heen remaoved from these statements. The government-wids financial statements categorize prmary aclivilies
as either governmental or business type. All of the District's activities are classified as governmental activities.

The statement of activities demeonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Dirscf expenses are those that are clearly identifiable with & specific function or segment,
Program revenues include 1) charges paid by recipients who purchase, use, or directly benefit from goods or sefvices
by a given function or segment, and 2) grants and conlributions that are restricted fo mesfing the operational or capital
requirements of a particular funclion or segiment. State Foundation Aid, cerfain revenus fraom the intermediate School
Cistrict and other unrestocted items are not included as program revenues but instead as ganeral revenias.

In the govarnment-wide statement of net assets, the govemnmental activitics colurnn (a) is presented on a consolidated
basis, {b) and is reported on a full acerual, economic resource basis, which recognizes all long-term assets and
receivables as well as long-term debt and obligations. The District's nef assets are reported in three parts — invested in
capital assets, nat of related debif; resticted net assets; and unrestricted net assels.

The District utiizes restricted resources to finance their respective, qualifying aclivifies.

The government-wide statement of activities repons both the gross and net cost of each of the Bistrict's functions.
These functions are also supported by general government revenues {property taxes, certain intergovernmential
revenues, investment income and other revenue) The statement of activities reduces gross expanses by related
pragram revenues and operating grants. Program revenues must be directly associated with the function. Operatiig
grants include aperating-specific and discretionary {sither operating or capital) grants.

The net costs {by function) are normally covered by general revenue (property taxes, siate sources, infermediate
district sources, interast income and other revenues.)

The Digtrict does not allacate indirect costs.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued}:

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS {Confinusd}:
This government-wide focus is more on the sustainabllity of the District as an entity and the changs in fite District's net
assets resulting from the current year's activities.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are
excluded from government-wide financial statemeants. Major individual governmental funds are reported as separate
columns in the fund financial statements.

Governmental Funds:

Governmental funds are those funds through which most school district functions are typically financed. The
acquisifion, use, and balances of the schoo! district's expendable financial resources and the related current abilities
are accounted for through governmental funds.

The Disbrict reponts the following major governmental funds:

The General Fund is the District’s primary oparating fund. It accounts far all financial resources of the District,
except those required fo be atcounted for in another fund.

The Debf Service Fund accounts for the servicing of general long-term debt. This fund is not a major fund,
however, the District reports if 25 one.

The Bistrict reports the following nonmajer governmental fung:

The Special Revenue Funds account for revenue sources thal are legally restricted to expenditures for
specific purposas (net including expendable trusts or major capital projects). The school service funds of the
Eristrict are accountad for as special revenue funds and include the athletic and school lunch programs.

Fiduciary Funds:
Fiductary funds aceount for assets held by the district in a trusiee capacity or as an agent on behalf of others, Trust

funds account for assets held by the district under the terms of a formal krust agreement. Fiduciary funds are not
included in the governmenbwide statermeants,

The District reports the following fiduciary funds:
The Agancy Fund is custodial in nature and does not pressnt resuits of operations or have a measurament
focus. Agency funds are accounted for using the modified accrual basis of accounting. This fund is used to
account for assets that the District holds for others in an agency capacity (primarily student activities).

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION:

Accrual Method

The government-wide financial statements are reported using the sconemic resources measurament facus and the
accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded when earned and
expensgs are recorded when a hability is iIncurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they wers levied. Grants and similar items are recognized as revenue as
soon 25 &l eligibility requirements imposed by the provider bave been met.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are foliowed
in the government-wide financial statemenks to the extent that those standards do not conflict with or contradict
guidance of the Government Accounting Standards Board.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION {Continued}:

Medifled Accrual Method

Governmental funds are used to account for the District's general government activitias. Governmental fund types use
the flow of current financial resources measurement focus and the modified scorual basis of accounting, Revenues
are recagnized as soon as they are both measurable and available. Revenues are considered avasabfe when they are
collectible within the current pericd or soon encugh thereafter to pay llabilities of the current peried. For this purpose,
the District considers revenues to be available if they are collectible within 80 days of the end of the qurrent fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recorded when payment is due.

Froperly taxes, stafe and fedsral aid and interest associated with the current fiscal period are all considered to be
suscepttble to accrual and so have been recognized as revenues of the current fiscal period. Al other revenue ikems
are considered o be measurable and available only when cash is received by the District.

State Revepue:

The State of Michigan utilizes a foundation grant approach which provides for a specific annual amount of revenue per
pupil based on a statewide formula. The foundation is funded from skate and local sources. Revenues from stale
sources are primarily governed by the Schoo! Aid Act and the Schoel Code of Michigan. The Michigan Department of
Education administers the allocation of state funds to schoo! districts based on information supplied ty the districts,
For the year ended June 30, 2008 the foundation allowance was based on the pupil membership counts taken in
February and September of 2007,

The stake portion of the feundation is provided primarily by a state education property tax millage of & mills and an
allocated portion of state sales and other taxes. The local portion of the foundation is funded primarily by non-
homestead property taxes that may be levied at a rate of up to 18 mills. The State revenue is recognized during the
foundation pericd and is fundad through payments from Octaber, 2007 to August, 2008. Thus, the unpaid portion at
June 30™ is reported as due from other governmental units The local revenue is recagnized as cullined in Note 1
Accounting for Property Taxes.

The District also receives revenue from the Stats to administer certain categorical education programs. State rules
reguire that revenue earmarked for thase programs be expended forits specific purpose. Categorical funds received,
which are not expended by the close of the fiscal year, are recorded as deferred revenue. Other categorical funding is
recognized when the appropriation is received.

ASSETS, LIABILITIES AND EQUITY:

1. Cash and equivalents include amounts in demand deposits and cartificates of depasit.

The District reports its investiments in accordance with GASE Statement No. 31, Accounting and Financial
Reperiing for Cerlain Invesiments and for Exfarnal Invesiment Pools. Under these standards, certain
investments are valuad at fair value and determined by guoted market prices, of by estimated fair values
when quoted market prices are not available. The standards also provide that certain investments are valued
&t cost (o amortized cost) when they are of 2 shori-term duration, the rate of retumn is fixed, and the districts
ntend to hold the investment unkil maturity. Accordingly, mvestments in banker acceptances and commergial
paper are recorded at amortized cost. The District had no investments at June 30k
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Confinued):
ASSETS, LIABILITIES AND EQUITY {Continued):

State statutes avtharize the District to invest in bonds and other direct and certain indirect obligations of the
LS. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository receipts of a bank,
savings and loan association, or cradit union, which is a2 member of the Federal Deposit Insurance
Carporation, Federal Savings and Loan Insurance Carporation, or National Credit Union Administration,
respectively, in commercial paper rated at the time of purchase within the three highest classifications
established by not less than hwo standard rating services and which matures not more than 270 days after the
date of purchase. The District is also authorized to invest in U.S. Government or federal agency obligation
repurchase agreements, bankers' acceptances of .S, banks, and mutual funds composed of investments as
cutiined above.

2. Shortterm Interfund ReceivablesiPayables,

Buring the course of operations, numerous transactions occur hatween individual funds for gaods provided or
services rendered. These receivables and payables are classified as "due from other funds” or "due to other
funds” on the Governmental Funds Balance Sheet,

3. Property Taxes.

Property taxes levied by the District are collected by various municipalities and penodically remitied ko the
District. The taxes are levied and become a lien as of July 1 and December 1 and are due upon receipt of
the billing by the taxpayer and become s lien on the first day of the levy year. The actual due dates are
September 14 and February 14, after which time ths bills become delinguent and penalties and interest may
be assessed by the collecting sntity. School District property tax revenues are recognized when levied to the
extent that they result in current raceivables (collscted within sixly days after year-end). Amounts received
subsequent to August 31 are recopnized as revenue when collacted .

The District along with certan other governmental units is permitied by the Constitution of the State of
Michigan of 1883 to levy combined taxes up to $50 per $1,000 of assessed valuation for genera
governmental services other than the payment of Debt Seivice Fund expenses if approved by a majority of
the electors. The District must include certain tax levies of other govsrmmental units located within e
District, primarily the county, when determining the maximum millage of $50 per 51,000 of assessed
vatuation. For the ysar ended June 30, 2008, the Distiict levied the following amourts per 51,000 of
assessed vatuation:

FUND MILLS
General Fund - Non Homestead 18.00
19596 Drebt Service Fund 325

4. Prepaid items.

Certain payments to vendors reflact costs applicable to future accounting pericds and are recorded as
prepaid ifems.

& Capital Assets.

Capital assets purchased or acquired are capitalized af historical cost or estimatad histarical cost. Denated
fixed assets are valued af thair estimated fair market value on the date receivad.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized. Improvements are capitalized and depreciated over the remaining useful lives
of the related fixed assets.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 3G, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continusad}:

A

SSETS, LIABILITIES AND EQUITY, {Continuad}:

Depraciation on all assets is provided on the siraight-line basis over the estimated useful lives as followed:

Buildings and additions 50 years
Furniture and other equiprnent 5 - 15 years

The Cistrict's capitalization policy is to capitalize individual amaunts exceeding $5,000.

8. Compensated Absences

Each teacher shall be credited with six sick leave days at the beginning of each semester that can be
accumulated to eighty-seven days. All unused sick leave days in excess of seventy-five days shall be paid to
the teacher at the end of the school year on the basis of 85% of the subslitule teachsr rate per day. i a
teacher leaves the district, they forfeit their accumulated sick leave time. Reliring teachers are paid for &l
their accumulated sick days at the rate described above.

7. Unemployment Insurance,

The District reimburses the Michigan Employment Security Commission (MESA] for the actual amount of
unemploymenit benafils disbursed by the MESA on behalf of the District, Billings received for amounts paid
by the MESA through Juneg 30, are accrued, if material.

8. Long-term obligations.

In the government-wide financial statements, long-term debt and other long-term obligations are reportad as
liabilities on the statement of net assets. Bond premiums and discounts, as well as issuance costs and the
difference between the reacquisition price and the net carrying amount of ihe old debt, are deferred and
amortized over the life of the bonds using the siraight line method over the ferm of the related debt

In the fund hnancial statements, governmental fund kypes recognize bond premiums and discounts, 23 well
a8 bond issuance costs during the surrent period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reporied as other financing uses. I1ssuance costs, whether or not withheld
from the actual debt proceeds received, ave reported as debt service expendifures.

9. Fund Balance,

The unreserved fund halances for governmental funds represent the amount available for budgeting future
operations. The resenved fund balances for governmental funds represent the amount that has been legally
identified for specific purposes or indicates that 2 component of assefs does not constitute "available
spendable resources'. The designated fund balances far governmental funds represent tentative plans for
future use of financial resources.

10 Memorandum only - Total Column.

The tofal columin on the combined general-purposs financial statements are captioned "memorandum oniy”
to indicate that they are presented enly to facilifate financial analysis and do not represent consolidated
financial information. Data in these columns do not present financial position or results of operations in
conformity with U.8. generally accepted accounting principles.  MNeither is such data comparable to a
cansclickation. Interfund eliminations have not been made in the aggregation of this data.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCQUNTING PQOLICIES {Continued):

ASSETS, LIABILITIES AND EQUITY, (Conlinued):

11. Use of Estimates.

The process of preparing basic financial statements in conformily with LS. generally accepted accounting
principles requires the use of estimates and assumptions regarding cerain types of assets, labilities,
revenues and expenditures. Such eslimates primarily relate to unsettled transactions and events as of the
date of the financial statements. Accordingly, upon settiement, actual resulfs may differ from estimated
amaounts,

NOTE 2 - STEWARDSHIP, COMPLIANCE & ACCOUNTABILITY:

Budgets are adopted on a basis cansistent with U. S. generally accspted accounting principles. Annual appropriated
budgets are adopted for the general, special revanue and debt service funds. All annual appropriations fapse at fiscal
year end.

The District does not maintain a formalized encumbrance accounting system.
The District follows these procedures in establishing the budgetary data reflected in the financial statements:

1. The Supenntendent submits ta the School Board a proposed operating budget for the fiscal year cormmencing
on July 1. The operating budget includes proposed expendilures and the means of financing them. The level
of control for the budgets is at the functional level as set forth and presented as required supplementary
formation.

2. Public hearings are conducted to obtain taxpayer comments.

3. Priorto July 1, the budget s legally adopted by Schoo! Board resolution pursuant to the Unifarm Budgeting
and Accounting Act (P.A. 821 of 1878). The Act requires that the budget be amended prior to the end of the
fiscal year when necessary to adjust appropriations if it appears that revenues and other financing sources will
be less than anticipated or so that sxpenditures will not be in excess of original estimates. Expenditures shall
not be made or incurred, unless authorized in the budget, or in excess of the anount appropriated. Violations,
if any, in the general fund are noted in the required supplementary information section.

4. The Superintendent is authorized to transfer budgetad amaunts batween major expenditure funclions within
any fund, however, these transfers and any revisions that aiter the total expenditures of any fund must be
approved by the School Board,

2. Formal budgetary integration is employad as a management control device during the year for the general
fund, special revenue and debt servige fund,

€. The budget as presented, has been amended, Supplemental appropriations were made during tha year with
the last one approved prior fo June 30.

7. Total instructional expenditures for the year exceeded the final budget by $37,597. The fotal other financging
uses gver expenditures exceeded the budget by $40,767. This is a viclation of the budgeting act
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CASS CITY PUBLIC SCHOOLS
NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 3 - CASH AND EQUIVALENTS - CREDIT RISK:
As of June 30, 2008 the Cistrict had the following investments.

Average  Standard
Maturity & Poor's

Investment Type Fair value {Years) Rating %
MILAF Externa! Investment poo! -MICMS $30,351 0.0027 2 §30.0%

Total fair value $30,351 100.0%
Portfolic weighied average maturity 0.0027

The District voluntarily invests certain excess funds in external pocled investment funds which included money market
funds. One of the pooled investment funds utilized by the District is the Michigan Invesiment Liguid Asset Fund
(MILAF). MILAF is an external pooled investment fund of “qualified” investments for Michigan school disticte. MILAF
is nof regulated nor is it regstered with the SEC. MILAF reparts as of June 30, 2008, the falr value of the District's
investrments is the same as the value of the poal shares.

Interest rate risk. In accordance with its investment policy, the District will minimize inferest rate risk,
which is the risk that the market value of secwities in the portfolio will fall due to changes in market interest
rates, by, structuring the investment portfolio so that securities mature to meet cash reguirements for
ongoing operations, thereby avoiding the need to sell securtiies in the open market, and, investing operating
funds primarily in shorter-term securifies, liguid asset funds, money market mutual funds, or similar
investment pocls and limiting the average matunty in accordance with the District's cash requirements.

Credit risk. State law limits investments in commercial paper and corporate bonds to 2 prime or belier
rating issued by nationally recognized statistical rating organizations (NRSROs},

Concentration of credit risk. The District will minimize concentration of credit risk, which is the risk of loss
atfributed to the magnilude of the District's investment in a single issuer, by diversifying the investment
porticlio so that the impact of potential losses from any one type of security ar issuer will be minimized.

Custodial credit risk - deposits. (n the case of deposits, this is the risk that in the event of a bank failure,
the District's deposits may not be returned to #. At June 30, 2008, the carrying amount of fhe District's
deposits was $3,358,423 and the bank balance was $3,447,983. Of the bank balance, $175 656 was
covered by feders! daposit insuranse while the rematning bank batance of $3,272,327 was uninsured and
uncoliateralized. The Dishiict places its deposits with high qualily financial institutions.  Although such
deposits exceed federally insured limits, they are, in the opinion of the Diskrict, subject to minimal risk.

Custedial credit risk - Investments, For an investimant, this is the risk that, in the event of fhe failure of
the counterparty, the District will not be able o recovar the value of its investments or coltateral securities
that are in the possession of an culside parly

The District will minimize custodial credit risk, which s the risk of loss due ko the failure of the securily
issuer of backer, by; limiting investments to the types of securities allowed by law, and pre-qualifying the
financial institutions, broker/dealers. intermediaries and advisars with which the District will do business.
Forelgn curcency risk. The Disliictis not authonized fo invest in investmeants which have this type of risk.

The above amounts are repoited in the financial statements as follows:

Cash - District wide $ 3281702
Fiduciary Funds 95,721
Inveskmants - Disirict wide 30,3514

$ 3,388,774
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 4 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN:

Ptan Description — Tha District contributes to the statewide Michigan Public School Employaes’ Retiremant
System (MPSERS), a cost sharing multiple-employer state-wide defined benefit public employee retirement plan
governed by the State of Michigan. The MPSERS provides retiremsent survivor and disability benefits and post-
refirement benefits for health, dental and vision for substantially all smplovees of the District. The MPSERS was
established by Publlc Act 136 of 1945 and operated under the provisions of Public Act 300 of 1580, as amended. The
MPSERS issues a publicly available financial report that includes financial statements and required supplementary
mtormation for MPSERS. That report may be obtained by wiiting to Michigan Public Schoo! Employees Retirement
System, P.O. Box 30171, Lansing, Michigan, 489897671 or by cafling {800} 381-5111.

Funding Paolicy — Member Investment Ptan {(MIP) members enrolied in MIP prier fo January 1, 1980 contribute
2 permanently fixed rate of 3.9% of gross wages. The MIP contiibution rate was 4.0% from January 1, 1987, the
effective dats of the MIP, until January 1, 1900 when it was reduced to 3.9%. Members first hired January 1, 1980 or
later and returning members whe did not work betwesn January 1, 1987 through December 31, 1989 contribute atthe
following graduated permanently fixed contribution rate: 3% of the first $5,000; 3.6% of $5,001 through $15,000; and
4.3% of all wages over 15,000

Basiz Plan members make no contributions, For a limited period ending December 31, 1592, an active Basic Plan
mamber could enroll in the MIP by paying the confribufions that would have been made had enraliment occurred
initially on January 1, 1987 or on the date of hire, plus interest. MIP contributions at the rate of 3.9% of gross wages
begin at enrollment. Actuarial rate interest is posted to member accounts on July 1% on all MiP monies on deposit for
12 months. if a memier leaves MPSERS service and no pension is payable, the member's accurmulated cantribution
plus interest, if any, are refundable.

The District is required to contribute the full actuarial funding contribution amount to fund pension benefits, plus an
additional amount to fund refiree health care benefit amounts on a cash disbursement basis. The rate for the year
ghded Junie 20, 2008 was 17.74% through September 2007 and 16.72% for Cetober 1, 2007 through June 30, 2008.
The contiibuticn requirements of plan members and the District are sstablished and may be amended by the MPSERS
Board of Trustees. The District contributions to MPSERS for the year ended June 30, 2008, 2007, and 2008, were
$998,218, §1,101,925, and $1,070,319, respactively, and were squal to the requited contribution for each year,

The District is not responsible for the payment of retirement benefits which is the responsibility of the State of Michigan.

Other Post-Employment Benefits — Also within the MPSERS system, retirees have the option of heaith coverage, which
is funded on a cash disbursement basis by the employers. The MPSERS has contracted to provide the
comprehensive group medical, hearing, dental and vision coverages for retirees and beneficiarios. A significant
poriion of the premium s paid by the MPSERS with the balance deducted from the monthly pension,

NOTE 5 - RISK MANAGEMENT:

The Districtis exposed fo risk of loss related to injuries fo employees'. The Diskict participates in 2 poo! of educational
institutions within the State of Michigan for self-insuring workers' disability compensation. The pool is considered 2
public entity risk pool. The District pays quarterly premiums to the poa! for the insurance coverage. In the event the
pool's tofal claims and expenses for a policy year axcead the lotel normal annual premiums for said years, all
members of the pool's policy year may be subject to special assessment lo make up the deficiency. The pool
maintains reinsurance for claims in excess of $500,000 for each occurrence with the overall aximum coverage being
unlimited. The Distict has not baen informed of any special assessments being required.

The District confinues to carry commercial insurance for other risks of loss, including employee health and accident
insurance, forts, theft of, damage o and destruction of assets and errors & omissions.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 6 - INTERFUND RECEIVABLES AND PAYABLES:

INTERFLUND INTERFLIND
RECEIVABLE PAYABLE
General Fund & 5,265 $ -
Specizl Revenue Fund:
Food Service - 5,285
Total 3 5265 % 5,265

The outstanding balances hetwesn funds resuit mainly from the time tag between the dates that {1} interfund goods
and sefvices are provided or refmbursable expenditures occur, (2) transaclions are recorted in the accounting
systemns, and (3) payments hetween funds are made.

NOTE 7 - LONG-TERN DEBT:
The following is a summary of the serial bonds of the school diskrict for the year ended June 30, 2008:

SERIAL

BONDS
Balance payable - July 1, 2007 $3,040, 384
1996 Bonds paid (648,000)
Skywsrd software loan payment {12,518}
Curznt debt payment -
Accurmulated Compensated absences increase 34,343
Teacher early retirerment incentives paid {110,000
Teacher early refirerment incentives: 2007-08 g,000
Bus Loan Payment {22,362)
Telephone Systar Loan 24,1583
Energy Frogram Loan Paymant {55 803}

Balance payable June 30, 2008 $2,388,197

As of June 30, 2008, the schaot district had the following outstanding bonds and notes payable:

1996 bond to erect 2 new middle schoo! buitding; 4.90% fo 5.00% interest 5 &40 000

1998 Durant bonds; 4,76% interest 51,260
Accumulated Compensated absences 218,322
Teacher early retirernent incentives 140,000
Energy Program Loan 1,146,510
Telephons Systein Loan; 4.9% intarest for five years 4,153
Bus Loan, 4.48% interast for & years 98,952
Total $ 2,388,197
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008 _

NOTE 7 - LONG-TERM DEBT {continued):

The annual requirements to amortize long-term debt outstanding as of June 30, 2008 are as follows:

YEAR ENCED JUNE 31, PRINCIPAL INTEREST TOTAL

2008 % 820 482 % 89932 % 918,304

2010 148,118 a7.647 206,788

2011 41254 47 847 188201

2012 145,558 42 B2 189,200

2013 104,325 37,020 141,345

2014-2018 431,828 127,810 559,638

20118-2023 355,288 31,280 400,568

Accumulated Compensated Absences 216,322 - 216,322
TOTAL 3 2388187 $ 434,238 % 2,822 435

An amount of $344,171 is available in the debt service fund to service the general obligation deht,

Interest expense (all funds) for the year ended June 30, 2008 was $126,622,

NOTE 8 - OPERATING LEASES:
The Schoo! District entered into & 5-year lease agreement with Capital Advantage Leasing for the lease of new copy
machines and printers. AtJune 30, 2008, future lsase payments under such leases are as follows:

June 30, 2009 $22 784
June 30, 2010 22,764
Jure 30, 2011 22,764
June 30, 2042 17,073

NOTE 9 — CAPITAL ASSETS:
A summary of changes in the District's capital assets follows.

BALANCE BALANCE

July 1, 2007 ADDITIONS DELETIONS  June 30, 2008
Assets not being depreciated — land  $ 134,775 134,775
Other capital asssts:
Lang irmprovemenks 224,076 224 076
Building and additions 11,840,033 11,840,033
Machinery and equipment 1,568,244 % 104,237 1,670,481
Transportation eguipment 1,001,028 1,001,028
Subtotz| 14,631,381 104,237 - 14,735,618
Accumulated depreciation (6,424,751} {405 858) - {6,230 609)
Met other capital assats: 8,208 630 {301.621) - 7,505 008
Net capital 25sets 6,341,405 8 (301621} $ - _$ 8039784

Depreciation for the fiscal year ended June 30, 2008 amounted ko $405.858. The Disfrict determined that it was
impragtical to allocate depreciation fo the various govermmental activities as the assets ssrve multiple functions,
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 10 — TRANSFERS:
Curing the current fiscal year the general fund transferred $180,000 to the athlatic fund. The transfer was to subsidize
operations.

NOTE 11 - CONTINGENCY:

Tie District has besn named as a defendant in two separate lawsuits initiated by a former employee and by the Cass
City Educational Association. The claims asserted are violations of equal employmant opporiunity and civilrights. The
cases are currently pending. The cases are being defended on behalf of the Schoo! District, Attornays for the Schoo!
District indicate that at this time there is no back pay liability and they have estimated hearing and arbitration fees to be
between $23,000 and $35 0400

NOTE 12 -- STATE AID ANTICIPATION NOTE:

At June 30, 2008, the District has a note payable outstanding of $2,700,000. The note has an interest rate of
2.24% and matures April 24, 2008, The note is secured by the full faith and cradit of the Disfrict as well as
pladged stale aid,

Baiauce'_ ' ; _' Balance
i June 30, 2007 Additions Payments ' Tung 30, 2008

$ 2,450,000 . $ 2,700,000 $ 2450000 $ 2,700,000

NOTE 13 — SUBSEQUENT EVENT — SALE OF BONDS:
The schoo! district sold $6,900,000 in bonds i July 2008, The bonds will finance repairs and improvements fo the
existing facilitiss of the school district
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CASS CITY PUBLIC SCHOOLS
REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
YEAR ENDED JUNE 30, 2008

VARIANGCE WITH
BUDGET FINAL BUDGET
FAVORABLE
ORIGINAL FINAL ACTUAL {UNFAVORAEBLE}
REVENUES:
Local sources $ 1.017,093 $ 1014382 £ 1,010,406 5 {2,977
State source 9,522 404 9 528,260 9455513 {72,747}
Federal sources 345224 290,861 383 848 (1,813
Olher {ransactions:
Transfers from afher districts 10,040 43,316 49 691 8,275
Sale of school property 4672 1,728 1,728 -
TOTAL REVENUES 10,898,358 10,978 548 10,807 086 {71,462
EXPENDITURES:
Instiuction 7,302 117 7,108,237 7137833 {37,596}
Supporting senvices 3.832.085 3052 252 2973127 78,125
Cormunity services 3,250 5474 15,474 -
TOTAL EXPEMDITURES 10,238 452 10,167,963 16,126,434 41528
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 560,906 210,585 780 652 {29,933}
OTHER FINANCING SOURCES (USES):
Loan procaeds 94,153 94 153 94,153 -
Proceegs from Bus Loan . - - -
Principal payiments (65,803) {55,863) {50,683 {34,880)
hietest payments §49,344) {49,344) {55,231) {5,887)
Transfer ta Athletic fund {163,008) {160,000) {164,00%) -
TOTAL OTHER FINANCING S0OURCES
{USES) {170 5984} {170,984} {211,761} {40767}
EXCESS OF REVENUES OVER
EXPENDITURES & OTHER
SOURCES {USES) 388,892 639,551 568 891 {70,760)
FUND BALANGCE {DEFICITY - BEGINMNING OF YEAR 361,543 181,543 381,543
FUND BALANCE (DEFICIT) - END OF YEAR $ 77455 8 1,021,134 § 850434 3 {70,700}

See the sccontpanying noteg,
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CASS CITY PUBLIC SCHOOLS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUND TYPES

ASSETS
CURRENT ASSETS;
Cash
Accounts receivable
Cue from other funds

TOTAL ASSETS

LIABILITIES AND FUND BALANCE
LIABILITIES:
Accounks Payable
Dua to ofher funds

TOTAL LIABILITIES

FUND BALAMNCE:
Unreserved

TOTAL FUND BALANCE

TOTAL LIABILITIES & FUND BALANCE

See tha accompanying noles.
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June 30, 2008

b 50,176

GOVERNMENTAL FUND TYPES TOTAL
SPECIAL
REVENUE 2008
$ 52,003 £2,003
7.173 7,173
$ 59,176 59176
$ . -
5.265 5,265
5,265 5,265
53,911 53,911
53,811 53,911
59,176




CASS CITY PUBLIC SCHOOLS

COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE - NONMAJOR GOVERNMENTAL FUND TYPES
YEAR ENDED JUNE 30, 2008

REVENUES:

Local sources
Property Tax
intarest income
Food sales and athletic admissions
Other

Skate sources

Federal sources

TOTAL REVENUES
EXPEMDITURES:
Food sarvices
Athletics
TOTAL EXFENDITURES

EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES

QOTHER FINANCING SCURCES (USES)
Transfer from Ganeral Fung

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES QVER EXPENDITURES
& OTHER SOURCES (USES)

FUND BALANCE {DEFICIT) - BEGINNING OF YEAR

FUND BALANGE - END OF YEAR

<Sea lhe geeompanying notes.

GOVERNMENTAL FUND TYPES

TOTAL

SPECIAL
REVENUE

2008

3 2,268
251,048

31,870
206,708

2,269
257,048

31,970
306,108

581,393

B&1,383

S28,432
201,293

528432
201,283

730,725

730,725

£136,332)

13,332)

160,000

160,000

160,000

160,000

20,668

33,243

20,668

33,243

i 53,811

33.811
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND

SCHEDULE OF REVENUES AND OTHER
FINANCING SOURCES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

REVEMUE FROM LOCAL SOURCES:
Property Tax
Interest income
Tuition and fees
Rental of building
Daycara
Gther

TOTAL REVENUE FROM LOCAL SCURCES

REVEMNUE FROM STATE SQURCES:
State aid
Durant funds

TOTAL REVEMUE FROM STATE SCURCES

REVENLUE FROM FEDERAL SOQURCES:
Titta |
Class Size Reduction Program
Hometand Security
Other

TOTAL REVENUE FROM FEDERAL SOURCES
COTHER FINANCING SCURCES:

Transfers fram COther Districts

Lean Proceads

Praceeds from Bus Loan

Sale of School Prapary
TOTAL OTHER FINANCING SQURELCES:

TOTAL REVENUES

Se¢ the accompanying noles,

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}
$ 887,911 % 887,811 $ -
68,373 68,673 300
13,219 13,219 -
,798 9,798 -
35,082 30,805 {4,277)
1,014,383 1,010,406 {3,977}
9,515,753 9,443,006 (72,7473
12,507 12,507 -
$,528.260 9,455,513 (72.747)
285,165 285,165

96,170 96,170 -
9,526 8,513 (1,013}
390,861 389,848 {1.613)
43,318 49,591 6,275
94,153 94,153 )
1,728 1,728 -
139,197 145 472 6,275

$ 11,072,701 $ 11001239 {71.462)
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 3G, 2008

INSTRUCTICN:
Basic Programs:

Elementary:
Salaries - teachars

Saiaries - Gesell & Homebound feacher

Salaries - substitute teachers
Salaries - aitles

Travel

Teaching supplias & textbooks
Employee beneifits

Capital cutlay

CHhar expenses

Total Elementary

Widdle/unior High:
. Balaries - teschers
Salaries - substitute teachers
Salaries - aides

Salares - Homebound teachers

Teaching supplies & textbooks
Employee benefiis

Capltal oullay

Travel

Clher expenses

Total Middle/lunior High
High Schoal:

Salaries - teachers
Salares - substitute teachars

Salaries - Homebound feachers

Salaries - drivers sducation
Teaaching supplies & texibooks
Travel

Drivers aducation supplies
Emplayee benefits

Capital outlay

Purchased services

Other expenses

Total High School

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)}
$1,4982906 §$ 1,182908 $ -
130 130 -
19,030 19,030
52,648 52,648 B}
6,675 4,058 2617
33,581 33,480 111
624,508 650,921 (26.412)
8710 5,710 -
1,926,199 7,949,883 (23,684)
1,134,148 1,126,870 4,978
14,558 14,558 _
9,978 9,978 -
23,748 21,361 2,387
$26,082 657419 {21357
5,360 5,360 -
724 727
1,821,593 1,836,385 {14.792)
1,186,891 1,116,287 70,424
13,279 13,278 -
71675 71,252 423
20,838 20,838 -
601,768 615664 {13,895}
718 443 275
1,894,869 1,837,743 57,226
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES AND QTHER
FINANCING USES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

VARIANGE-
FAVORARBLE
BUDGET ACTUAL (UNFAVYORAELE)
INSTRUCTION, (Continued):
Addad Meeds:
Speacial Education:
Seglaries - Director - -
Salaries - teachers $ 45768 $ 45788 3 .
Saiaries - teachers aides 51,694 43,855 7539
Teaching supplies & texthooks 3,808 3,565 341
Trawval 1,468 1.469 -
Payments io 1.5.D. 39,527 59,527 “
Cther expensas {125) 158 f275)
Employea benefits 211,248 205,068 6,178
Total Special Education 785400 771,316 14,084
Compensatory Education:
Salaries - diractors 21,975 21,975 -
Salaries - teachers 122,118 118,617 3,501
Salaries - feachars aides 113,186 143,186 -
Salarins - teachers sub 4,647 4 647 -
Teaching supplies 3,185 3985 -
Audit 7 600 1,080 -
Capital outiay - . -
Travel, workshop & conferences 7.046 7046 -
Employee enefits 85,555 84 834 724
Total Compensatory Education 358,722 354 487 4,225
Titie 11
Salarias 15,667 15,667 -
Emplovee benefits 20 568 20 5686 -
Furchased Service 22877 21,482 1475
Teaching Supplies 2812 2812 -
Capital Outiay - - -
Total Title 11 §1,922 60447 1475
Crug Free schools 1,348 1,340 -
Surwmer School:
Salarias-Aides 2214 2,214 -
Employes benefits 539 538 -
Total Surnmer School 2,753 2,753 -
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 38, 2008

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
INSTRULCTION, (Continued):
Adcted Needs, {Continued):
AbRisk:
Salaries - teachers $ 954,983 % 174,089 {79,126
Employee bengiits 81,141 52,318 (11,1773
Purchased service 19,081 19,061 -
Capital Qutlay - .
Teachiing supplies - - N
iiscellanecus - -
Tofal Af-Risk 185 165 255 468 {80,303)
Early Chitdhood Program:
Administrative suppont - . -
Salaries - teachears 40,575 31,872 8,703
Salaries - bus drivers - - -
Salaties - aides 12,683 12,683 -
Salanies - clerical - - -
Travel & conference 273 273 -
Supplies & other costs {1} - {B0)
Employee benefits 26,830 21,482 5,448
Giher expanses 1,773 1,631 82
Total Early Childhood Program 82,174 68,001 14,173
TOTAL INSTRUCTICN 7,100,237 7,137 833 {37.596)
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CASS CITY PUBLIC SCHOOLS

GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TC BUDGET

SUPPORTING SERVICES:
Pupil Services:

Guidance Services:
Salaries - counselors
Salaries-clericai
Supplies & other costs
Traval
Emiployas baneiits
Capital outlay

Total Guidance Sapvices

Health Services:
Salary - nurse
Employee benefiis
Local travel
Supplies & other cost
Capifal cutiay

Total Health Services

Social Worker:;
Balaries
Travel
Supplies & other cost
Employee benefiis

Tetal Social Worker

Crossing Guards:
Sataries
Employee benedits
Supplias

Tolal Crossing Guards

FOR THE YEAR ENDED JUNE 30, 2008

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}
$ 65855 B5 855 5

23,181 23,161

3.587 3,587 -

278 279 -

43,618 43,518 -

136,200 136,200 -

32,984 32,984 -

9,530 8,582 7

69 &9 -

1,969 1,048 21

44,871 44 583 28
128 128

690 680 -

818 818 -

7,713 7622 81

1,927 1,927 -

9,640 9,549 a1

28



CASS CITY PUBLIC SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TQ BUDGET

SUPPORTING SERVICES, {Continued):
Pupil Servicas, {Continued}:

Library and A-V:
Ealaries - librarians
Salaries - aldes
Library boaks
Feredicais

Miscellaneous supplies

Capital outlay
Emplovee henefits

Total Library and A-V

Computer Technology
Salaries - teachers
Salaries - aides
Salares - custodial
Supplies & other costs
Contract services
Employee benefiis
Lease payments
Capital cutlay

Total Computer Technology

General Admintstration:
Board of Education:
Sglaries
Travel
Supplies & other cos!
Ciher expenses

Tatal Board of Education

FOR THE YEAR ENDED JUNE 30, 2008

VARIANGE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
$ 70,481 70,481 5

27063 27,063 -
6,888 5,888 i}
2,586 2 586 -
3228 3228 -
55,244 50176 5 068
165 470 160,402 5 088
80,583 80,582 -
78,132 T7.643 489
16,598 16,598 -
51,335 51,335 -
145,398 132,486 i2812
372,048 358 845 13,401
170 170 -
338 338 -

22 738 22738
23,246 23,246 0
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TG BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

SUPPORTING SERVICES, {Continued):
Pupil Services, {Cantinued):

Executive Administration:
Salaries - superintendent
Salaries - glerical
Farsonnel senices
Audit and tegal services
Elections

Traval, conference & workshops

Telephone
Advertising

Printing & publishing
Office Supplies
Supplias & other cost
Employee berefits
Capital oullay

Tolal Exacutive Administration

School Administration;
Salaries - principals
Salaries - clerical
Employes benefits

Travel, conferences & workshop

Telephone

Supplies & other cosls
Agri-valley conneclion
Capital outlay
Contract sopyice
Other expenses

Total School Administration

Business Administration:
Fiscal Services:

Contracted sesvires - data processing

Tetal Fiscal Services

VARIANGE-
FAVORABLE
BUDGET ACTUAL {(UNFAVORABLE])
$ 119,060 $ 110,000 g -
14,240 14,240

129,538 129,538 -
13,003 13,003 -
3,212 3,212 -
11,028 10,805 224
963 983 -
4,389 4,389 -
89 89 -
4,136 3,991 145
5,822 5,645 177
68,121 64,121 5,000
846 846 -
366,388 360,842 5 546
247,335 247,334 {
102,820 102,820 -
176,864 176,709 155
2,824 2,604 20
5,897 5,724 173
21,055 21,055 -

4,285 4,839 (354}

560,280 580,285 {5)
8,726 8,726 -
8,726 8,726 -
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CASS CITY PUBLIC SCHOOLS

GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TO BUDGET

SUPPORTING SERVICES, (Continued):

Pupil Services, {Cantinued):

Cperglions & Mainfenance of Plant;

Salaries - supervisors
Salaries - cusfodians

Salaries - temporary help

Heating fuel
Eleciricily

Water & sewage
Trash disposal
Contracted services
Rental squipment
Supplies & other costs
Oittrer expenses
Capital outlay
Emplovee henefits

Total Cperations & Mamtenance of Plant

Pupi! Transparation:
Salaries - supervisor
Salaries - clerical
Salares - drivers
Salary - bus mechanic
Insurance
Gas, oil & grease
Tires, tubes & hotteries
Travel
Vehicle repairs
Building repairs
Miscallanacus expense
Capital outlay - vehicies
Employee benefils
OHher expenses

Total Fupil Transpartation

Fixed Charges:
Building insurance

Student liability insurance

Emiploves banefits

Tax abatement

Interest expense
Total Fixed Charges

TOTAL SUPPORTING SERVICES

FOR THE YEAR ENDED JUNE 30, 2008

VARIANCE-
FAVORABLE

BUDGET ACTUAL (UNFAVORABLE)
$ 80058 $ 80,058 $ -
182,789 182,788 -
3,480 3,460 -
127,597 127,597 -
P01,627 101,627 -
14,550 14,550 .
5622 5,622 .
50,990 50,991 {1}
23177 23177 -
34,895 33,113 1,782
2,158 2,158 -
4,215 4,215 -
184,437 164 437 -
795,575 793,794 1,781
27,345 27,345 ,
141 535 141,535 -
22,394 22 394 -
9,441 9,441 -
79,932 79,832 100
718 71¢ -
26,054 25,715 339
453 447 &
7,851 7,861 -
27,854 - 27,854
72,893 72,893 -
1,090 730 380
417,571 388,912 28,659

26615 26,615

1,470 1.470 ,
16,052 15,052 -
19,854 . 19,854
58,680 83,988 4,702
151,681 127,125 24,556
3,052,252 2,973,127 78,125
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CASS CITY PUBLIC SCHOOLS

GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER

FINANCING USES CCMPARED TC BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

COMMUNITY SERVICES:
Caycare
Salary
Emplovee benefits
Supplies & other costs
Total Daycare
TOTAL COMMUNITY SERVICES:
TOTAL EXPENDITURES
OTHER FINANCING LISES;
Ciparating transfer - Afhlefic Fund & Hot Lunch
Principal pavinents
Interest payments

CTHER FINANCING USES:

TOTAL EXPENDITURES & OTHER
FIMANCING USES

Saq the aczompanying notes.

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}
$ 10,311 $ 10,3191 $ -
2,513 2,513 -
2 850 2,650 -
15,474 15,474
15474 15,474 -
18,167,953 10,126,434 41,529
160,000 164,000 -
55 803 90,583 {34 850)
49,344 55,23 {3,880
285147 305914 {40,767}
$ 10,433,178 3 10,432348 3 762
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CASS CITY PUBLIC SCHOOQLS
SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET
June 30, 2008

FCObB
SERVICES ATHLETICS COMBINED

ASSETS
Cash in bank $ 40478 $ 11,525 $ 52003

Accounts receivable TAT3 773
Bua from other funds - -

TOTAL ASSETS § 47,651 § 11,525 $ 55,176

LIABILITIES & FUND BALANCE

Accounts payable % - % -
Bue o gther funds 5 285 5,265
TOTAL LIABILITIES 5.265 - £ 265
FUND BALANCE 42,385 $ 11,525 53,811
TOTAL LIABILITIES & FUND BALANCE 3 47658 § 11,526 $ 59,176

See Ihe gecompanying notes.
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CASS CITY PUBALIC SCHOOLS

SPECIAL REVEMUE FUNLDS
COMBINING STATEMENT OF REVENLUES, EXFENINTURES
AMND CHANGES 1M FUND BALANCES

For the Year Ended June 30, 2008

VYARIANCE
FaoD COMBINED FAVORABLE
SERVICES ATHLETICS  CQMBINED BUDGET (UNFAVORABLE}
REVENUES;
Local Sourcas:
Sale of meals & mikk 3 180,734 % 180,734 $ 208 858 L {29,924}
Admiszions & 40 577 &0 677 45 520 {4,843
Intterest 1,681 1.188 2,269 gE2 1,307
Sale of supplies - - -
Cithar 28 737 - 29 737 31,131 {1,384}
Total Local Sources 291,562 41,785 253,217 284,271 {30,854)
Siate Sources;
State Lunech Ald 31,070 31,870 34 860 (2,850}
Qther - - - - -
Total State Sources 31,970 - 3.970 34 880 {2,880)
Federal Sources:
Mational School Lunch Pregram 287,290 287 310 255,258 12,0602
UsDA Commodities 3B, 796 38,795 31,418 7.377
Total Federal Sourcas 308 108 - 206,108 288,677 18,429
TOTAL REVENUE 548,628 41 785 591,393 605 308 {14.415)
EXPEMDITURES:
School Service Activities:
Salaries & wages 145 556 128,651 275,207 287,406 12,188
Employea bengits LT 1 26,955 83,204 a5 919 12,7156
Food & milk 283,02 283,81 281 6508 (2412}
Supplies & Other Costs 43,708 32,800 76,506 83,377 6,671
Capital Outlay - 11,887 11,887 11,483 {384}
TOTAL EXPENDITURES 529 432 201 293 730,725 TE% 704 28,979
EXCESS (DEFICIEMCY) OF REVENUES
WER EXFEMDITURES 20,186 [150,5628) (138332) {153,806) 14 564
OTHER FINAMCIMNG SOURCES.
Transtars from General Fund - 160,000 160,000 180,080 0
EXCESS OF REVEMUES OVER
EXPENDITURES & OTHER SCURCES 20,156 472 20688 3 5,104 ¥ 14, 584
FUMD BALAMCE (DEFICIT) - JULY 1 22,198 11,063 33,243
FUNMD BALAMCE - JUNE 30 % A2 386 L 11,625 § 53,911

Sea the accampanying notes.
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CASS CITY PUBLIC SCHOQLS
DEBT SERVICE FUNDS
COMBINING BALANCE SHEET
June 30, 2008

1996 DURANT TOTAL
DEBT DEBT DEBT
SERVICE SERVICE SERVICE
ASSETS
Cash in bank £ 344171 $ - 244471
Accounts receivabla . - .
Bue from other funds - - -
TOTAL ASSETS $ 344171 $ - $ 244,171
LIABILITIES & FUND BALANCE
Reserved for dett service T A44.074 $ - $ 344171
TOTAL LIABILITIES & FUND BAL ANCE 3 J44l1' Fis] x - & 344471

See he accompanying notes,
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CASS CITY PUBLIC SCHOOLS

DEBT SERVICE FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED JUNE 30, 2008

REVEMUES FROM LOCAL SOURCES:
Local Sources:
Current tax levy
Interest on investments
Total Local Sources
State Soupces
TOTAL REVENUES
EXPENDITURES:
Bond principal
Bond inferest
Cither bond costs

TOTAL EXPENBITURES

EXCESS (DEFICIT) OF REVENUE OVER
EXPENDITURES

FUND BALANCE - JULY 1

FUND BALANCE - JUNE 30

Saa the gecompanying nofas. 36

1998 CURANT TOTAL
DEBT DEBT DEBT
SERVICE SERVICE SERVICE
729,198 $ V2098
13638 13,6838
42 836 42 836
742,835 F42 816
6540 660 640,000
63,360 53 360
703 360 03 380
39476 3478
304,695 304 595
344471 3 344171



CASS CITY PUBLIC SCHOOLS
PRIVATE-PURPOSE TRUST AND AGENCY FUNDS
STATEMENT OF CASH RECEIPTS,

CASH DISBURSEMENTS, AND LIABILITIES
FCR THE YEAR ENDED JUNE 30, 2008

BALANCE BALANCE
JUNE 30, CASH CASH JUNE 36,
2007 RECEIPTS BISBURSEMENTS 20038
AGENCY FLINDS
ELEMENTARY SCHOOLS:

Campbell 3 12,798 % 45328 $ 7,822 £ 2605
TOTAL ELEMENTARY SCHOOLS 12,788 45,329 37 522 21,685
HIGH SCHOOL & MIDDLE SCHOOL:

High Schoal 43,855 a7.2456 106,356 34,865

Middle School 40 465 171,272 171,488 40,251
TOTAL HIGH SCHOOL & MIDDLE SCHOOL 84 420 288,518 277.A22 75,116
TOTAL AGENCY FUNDS - 9Y.213 $ 314,847 5 215,344 & 95,721
GENERAL FUND:

Office accouns § 18210 % 258 3 18,566 $ -

See tha acsompanying notes.
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CASS CITY PUBLIC SCHOOLS

SCHEDULE OF BONDED DEBT

1926 DEBT RETIREMENT FUND
June 30, 2008

Purpose of Issue: Erecting, furnishing and equipping a new middle schoof building.

DUE INTEREST PAYMENT
DATE PRINCIPAL RATES DUE DUE
11142008 $ 16,000 $ 16,000
54172009 $ 640,000 5.00 16,000 656,000
TOTAL T 840,000 $ 32000 $ 672000

The bonds are not subject to opfional redemption pricr to maturity,

See the accompanying notas.
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CASS CITY PUBLIC SCHOOLS
SCHEDULE OF BONDED DEBT - DURANT BONDS
June 3G, 2408

$125,068 Durant Bond issuad November 24, 1988:

DEBT SERVICE REQUIREMENT

INTEREST DUE FOR FISCAL YEAR
PRINCIPAL DUE
MAY 15 MAY 15 JUNE 3G AMCUNT
$ 6,880 $ 1,822 2009 & B 782
20,275 8,071 2010 26,347
7,639 1,144 2011 8,783
8,002 780 2012 8782
8,383 388 2013 8,782

) 51,280 ¥ 0216 $ 81,476

The above hond issue bears interest at 4.76%. The bond proceeds were used for erecting, furishing and equipping
additions to the existing schaoagl buildings and devaloping and improving the site.

This hond, including the interest hereon, is issued in anticipation of payments appropriated and to be aporapriated
by the State under Sectien 11g(3) of Act 94 to the School Disirict (the "State Aid Payments'). The Schogl

District hereby pledges and assigns to the Authority all of its rights to and in such State Aid Payments as securily
for this bend and the State Ald Payments which are hareby pledged shalf be subject ko a statutory lien in favor of
the Authority as authorized by Act 84, This bend is a self-liquidating bond and is not a general obligation of the
Schogl District and does not constitute an indebledness of the School Diskict within any constitulicnal or statulony
lirnitation, and is payable both as to principal and nkerast, solely from such State Aid Payments. The Schoo!
Cistrict, as requesled by the Authority, hereby irrevocably authorizes the payment of the State Ald Paymsnts
directly to the Authority's Depository,

See the accompanylng notos,
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CASS CITY PUBLIC SCHOOLS
SCHEDULE OF PAYMENTS ON ENERGY PROGRAM LOAN
June 30, 2008

DEBY SERVICE REQUIREMENT

FOR FISCAL YEAR

DUE DATE PRINCIPAL DUE INTEREST DUE AMOUNT

10442008 £ 29,826 5 23,780 & 53616
4472000 32,252 23,171 55,423
10/4/2000 32,922 22,802 55,424
414{2010 33,805 21,819 55,424
10/4/2010 34,302 29,122 55,424
41412011 35,014 20,410 55,424
10/4/201 1 35,740 19,683 55,423
AfA[20 2 36,482 18,942 55,424
10/4/2012 37,239 18,185 55,424
44412013 38,013 17,412 55425
10142013 38,800 16623 55,423
4442014 38,605 15,818 55423
10/4/2014 40,427 14,9986 55,423
4/4/2015 41,266 14,157 55,423
10/4{2015 42,122 13,301 55,423
4{4{2016 42 896 12,427 55,423
10/4{2016 43,889 11,5385 55,424
4/4{2017 46,600 0,624 57,224
104412017 47 567 9,657 57,224
4442018 48 554 BB70 57,224
1044/2018 49,562 7.663 57.225
44472019 56,580 6,634 57,224
101472019 51,640 5,585 57,225
4442620 52,711 4,513 57,224
101412020 53,805 3.419 57,224
41412021 54,921 2,303 57,224
101412021 56,060 §,164 57,224
$ 1,146,510 $ 366,125 $ 1,512,635

The ahove bond issue bears interest at 4.15%. The bond proceeds were used for purchasing and installation for
enargy efficient building components.

Sea the accormpanying noles.
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CASS CITY PUBLIC SCHOOLS
SCHEDULE OF BUS NOTE PAYMENTS
June 30, 2008

DEBT SERVICE REGUIREMENT

FOR FISCAL YEAR
MATURITY
DATE PRINGCIPAL DUE INTEREST DUE AMOUNT
THS2008 $ 23,387 $ &4 48R % 27,855
THef2008 24 416 3,438 27,855
THS2010 28,812 2,342 27,854
THM20HA 26,657 1,197 27,854

] 80 G52 % 11,466 § 111,418

The abova bond issue bears interest at 4.49%,
The loan proceads were used for purchasing new schoo! buses,

Sea tha acoompanying notes,
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CASS CITY PUBLIC SCHOOL DISTRICT

ADDITIONAL REPORTS REQUIRED
BY OMB CIRCULAR A-133

YEAR ENDED JUNE 30, 2008
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REPORT CN INTERNAL CONTROL OVER FINANCIAL
REPCRTING AND ON COMPLIANGE ANC OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
AGCORDANCE WITH GOVERNMENT AUDITING STANDARDS

August 21, 2008

To the Board of Education -
Cass Cly Public Schools
Cass Cily, Ml 48726

We have audited the financial statemants of the govermmental achvities, each major fund, and the
aggregate remaining fund information of Cass Cily Public Schools' a3 of and for the year ended June
30, 2008, which collectivety comprise Cass Cily Public Sthools' basic financial staterments and have
issued our report thereon dated August 24, 2008, We conducted our audit in accordance with
auditing standards generally accepted In the United States of Americe and the standards applicable
to financial audits contained in Government Audiiing Standards issued by the Compiroﬂer General of
tha United States. .

INT ERﬂﬂL CONTROL OVER FINANCIAL REPORTING

in planning and performing our audit, we considered Cass City Public Schools® mtema! cantm! over
financial reporting in order to determine our audiing proceduras for the purpose of expressing our
opinton on the. financial sfaterments and not to provide an opinlon on tha internal controi over
financial reporting. Accordingly, we do not express an opinton on the effectiveness of Cass Cily
Public Schools’ internal contrel over financlal reporl{ng

A contro| deficiency emsts whei fhe design or operaﬂon of & control does not allow managament or
employees, [n the ‘normal courss of perdorming thelr assigned funclions, o prevent or detscl
nisstatements on a timely basls. A significant deficlency is a control deficiency, of combination of
contrg] deficioncies, that adversely affects the entity’s abliity to initlate, authorize, record, process, of
report financial data reliably in accordance with generally accepied accounting principles such that
there is‘more than a remote iikelihood that a misstatement of the entily's financial statements that is

“more fhan inconseguential will not be prevented or detected by the entily's infernal control, We

consider the deficiency described as 2008-1 and 2008-2 in the accompanying schadule of findings

~ and responses to be a significant deficiency in internal control over financial reporting.

A métertal woakness is a significant deficlency, or combination of significant deficiencias, that resulls
in moré than a remete likelihopd that a materlal misstatement of tha financial statemﬂn!s will nof be
prevénted or detectad by the entily’s [nternal conirol,

Our consideration of mtErna! control over financial reporting was for the limited purpose described
the preceding paragraph ¢f this section and would not necessarily identify all daflciencles in internal
conirol that might be significart deficiencies or material weaknasses. We did not identtfy any
deficiencies in internal control over financial reporting fhat we cnnsfderesj to be materlai waakhesses,
as defined above.

Page 1



COMPLIANCE AND OTHER MATTERS

As part of oblainfng reasonable assurance about whether Cass City Public Schools' financial statements
are frea of material misstatement, we padormed tests of its complisnce with certain provisions of laws,
ragulations, contracks, and grant agresments, noncomphance with which could have a direst and material
afiact on the determination of financial statermaent amounts, However, providing an opinien on compliznee
with those provisions was not an objective of our audit and, accordingly, wa do not axpress such an
opinion.  The results of our tests disclosed no instances of noncompliance or ofher matters thal are
reguired to be reported under Government Auditing Standards.

We noted certain matlers thal we have reparied to management of Cass City Public Schools in a
separafe latter dated August 21, 2008,

Gess CHy Public Schools’ response lo the findings identified in cur audit is described in the
accompanying schedule of findings and questioned costs. We did nof audit Cass City Public Schools’
responss and, accordingly, we express no opintan on ik

This rapott is Intended solely for the information and uwse of the board of education, managamant, U5,

Department of Education, Michigan Department of Education and pass-lhrough entities and is not
intended to be and should not be used by anyons other than thase spacified parties.

Gmm,-ﬁ.lww FDetous, BE,

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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REPORT ON COMPLIANCE WiTH REQUIREMENTS
APPLICABLE TC EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

August 21, 2008

Tb the Board of Educaiion
Cass City Public Schools
Cass Cify, M! 48728

COMPLIANCE

We have audited the compliance of Cass City Public Schools with the types of compiiance
requirements descrited in the .S Offfce of Managemen! and Budget {OMB) Circular A-133 .
Compliance Supplament that are applicatile to is major federal program for the year ended June 30,
2008. Cass City Public Schools’ major federa!l program Is [dentified in the summary of auditors’
results section of the accompanying schedule of findings and questioned costs. Compflance with the
requirements of laws, regulations, cantracls, and grants applicable fo each of its major federal
programs is the responsibility of Cass Cily Public Schools® management. Our responsibitity is to
expross an apinion on Cass City Public Schools’ compiance based an our audit, _

We conducted our audit of compliance in accordance with auditing standards generally accepted
the United States of America; the standards applicable lo financial audits contained in Governmant
Audiling Standards, issued by the Confrollar General of the United States; and OMB Circutar A-133,
Audits of Siales, Local Governments, and Non-Froft Crgenizations. Those standards and OMB
Circutar A-133 require that we plan and perform the audif to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have
a direct and materiat effect on & major federal program occurred. An audit includes examining, oh &
test basis, evidance about Cass Cly Public Schools' compliance with fhose requireménts and
petforming such other procedures as we considered necessary in the circumstances. We believe
thvat our audit provides a reasonable basis for our opinicn. Qur audi does nat provide a legal
determination of Cass City Public Schools' compliance with those reguirements.

In cur opinfon, Cass Cily Public Schools complied, in all material respects, wih the réqutrements
referred to above that are applicable to lts major federal program for the year ended June 30, 2008,

INTERNAL CONTROL OVER GOMPLIANCE

The management of Cass City Public Schools is responsible for establishing and matntaining
effective internal control over compliance with requirements of laws, regutations, conlracts, and
grants applicable to faderal programs. I planning and petforming owr audit, we considered Cass
City Public Schools’ internal controt over compliance with requirements that could have a direct and
raterial effect on a major federal program in order fo determine our auditing procedures for fhe
purpose of expressing our opinicn on compliance, but not for the purpose of expressing an opinton
on the effectivenass of the Cass City Public Schools’ infernal contro! over compliance. Acoordingly,
we do not express an opinfon on the effectiveness of the Entity's internal contra! over compliance.
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A contrafl deficiency In an entity’s nternal contre! over compliance exists when the design or operation of
& control does net allow management or employees, in the nommal course of performing their assigned
functions, to prevent or detect noncompliance with s type of compliance requirement of a federal program
gn a imely basis. A significand daficiency is a conirel deficiency, or combinafion of central deficiencies,
that adversely affects the entity's ability o adminisier & federal program such that there is more than a
remote likelihgod that nencempliance with a bype of compliance requirement of a federal program that is
more than incensequantial will not ba prevented o detected by the entity's hiternal conlrol.

A material weakness is a significant deficiency, or comblnation of significant deficiencies, that resulls in
more than a remote likelihced that material noncompliance with a type of compliance requirement of a
federal program will not be preventad or detected by fhe entity's intarnal control.

Owr consideration of the internal contro! over compliznce was for the limited purpose described in the first
paragraph of this section an would not necesgsarily identify all deficiencies in internal contrel that might be
significant deficiencies of material weaknesses. We did nof idenily any deficienstes in internal control
over compliance to ba materta) weaknesses, as defined ahove.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

We have audited the basic financial statermnents of the governmental activities, each major fund, and the
aggregate remaining fund information of Cass City Public Schools as of and for the vear ended Jung 34,
2008, and have issugd our report thereon dated August 21, 2008, Cuwr audit was performed for the
purpose of forming our opinions on the financial statements that collectively comprise Cass Cily Public
Schools basic financial staterments. The accompanving schedule of expenditures of federal awards is
presented for purposes of addilional analysis as required by OMEB Circular A-133 and is not a reguived
part of the basic financial statements. Such information has been subjected o the auditing procedures
applied in the audit of the basic financial statemants and, in our opinion, is faily stated, in all material
raspects, in retation to the basic financial statemenis t2ken as a whole.

This report is intended for the information and use of the board of sdusation, managemant and faderal
awarding agencies and pass-through entities and is not intendad to be and should not be used by anyone
cther than these specified paidies.

Qundonen oy, Bundunddk #docans, 2.

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIEC PUBLIC ACCCLINTANTS
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CASS CITY PUBLIC SCHOCL DISTRICGT, CASS CITY, MICHIGAN
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 34, 2008

NOTE 1 — BASIES OF PRESENTATICON:

The accompanying schedule of expenditures of federal awards includes the federal grant actlvity of Cass
City Public Schools and is presented on the modified accrual basis of aceounting. The information in this
schedule is presented in accordance with the reguiremants of OMB Circular A-{33, Audlis of Stales,
Local Governments, and Mon-Profit Organizations. The information in this schedule is presented in
accordance with OMB Circular A-133 and reconciled with the amounts presented in the preparation of the
financial statements.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCGUNTING POLICIES

1.

Title | {CFDA #84.0490) and Tille 1) A ({CCFDA #84.367) were audiled as major programs representing
54.4% of federal expenditures.

The threshold for distinguishing Type A and Type B programs was $300000. This scheduls was
prepared on the modified agorual basis of aceounting.

Management has ullized the Grant Section Auditor's Report {form R7 120} in preparing the Schedule
of Expenditures of Faderal Awards.

The amourt reported on the Receipt Entittemnent Balance Repoirt agress with this scheduls for tha
USDA donated food commodities.

Federal expenditures are reported as revanus in the following funds n the financial statements:

General Fund §380,848
Special Revenue Fund 306,108

Total per financial stataments $695.964

Total expendiiures per the SEFA __ $885,054

Fage &



CASSE CITY PUBLIC SCHODOL DISTRICT, CASS CITY, MICHIGAN
SCHEDULE OF FINDINGS AND GUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

Section | — Summary of Audlicr's Rosults

Financizl Statements
Type of auditors report issued, Unigqualified

tnternal control over fhancial reparting:

» Malerial weakness{es) identified Yas X Mo
» Significant deficiencyiies) that are not
considered to be material weaknesses? X Yes Mone reporied
Moncompliance matertal to financial statements noted? Yes X No
Fodaral Awards
Internal conbrol over major programs;
»  Material weakiness{as) identifiad: Yes A Mo
+  Significant deflclency{les) that are not
consldersd o be material weaknesses? Yas X Monhe reported
Type of auditor's report issued an compllance for major pragrams: Ungualified
Any audit findings disclosed that ave reguired fo ba
reported with Section 510{a) of Circular A-1337 Yos X MNo

Idantification of major programs:

LFDA Numkber{s)

84.010
84.367

Dotlar threshold usad to distihguish bebwaah lype A
and Type 8 Programs:

Auditee qualified as low-risk audites?

Page 7
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CASS CITY PUBLIC SCHOOL DISTRICT, CASS CITY, MICHIGAN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

Section Il = Financial Statement Findings

Finding 2008-1 — Sipnificant Deficlency

Critenia:
Effective for the year ended Juna 30, 2008, Statement on Auditing Standards #112 tiled Communicating

Intarnal Control Related Malters Mdentifled in an Audif (issusd May 2006), requires us to communicats in
wiiting whan a client requires assistance o prepare the foostnotes required in the annual audit repot in
acoordance with accounting principlas generally acceptad in the United States of America,

Condition:

After considering the qualifications of the accounting persannel of Cass Cily Public Schools, we believe
that the personnal have the abilittes o maintain the day-to-gay bookkesping of the School Digiict, but
they do not have the qualifications and abilities to generate financial statements, including required
footnotes, in accordance with accounting principles generally accepled in the United States of America.

Cause:
The staff of the district does undarstand &l information included h the annual financial statements;

howsaver, we assist in praparing the financial statemants and related foottiotes.

Effect:
Wea assist managament with fhe exteinal financial reportihg responsibilly to ensure their financial
statements are accurate,

Recommendation:

We do not recomimend any changes fo this situation at this time and communicate this as required by
professional standards. We belisve this meets the definition of a material weskness as defined in
Statement an Auditing Standards #112.

Client Response.

We are awara of this deficlency and believe it is not cost beneficial in our situation to develop this
expertise. We will continue to use our external auditors for this fechnical assistance. We would expact
this situation to be gngoing in fulure vears.

Papa 8



CASS CITY PUBLIC SCHOOL DISTRICT, CASS CITY, MICHIGAN
SCHEDULE OF FINDINGS AND QUESTIONED COBTS
FOR THE YEAR ENDED JUNE 30, 2008

Section Il — Financial Statement Findings

Finding 2008-2 —Significant Deficlency

Criteria;
Staternent on Auditing Standards #1142 titled Communicating Internal Controt Retated matters idontiflied in
an Audit {issued hay 2008), requires us o communicate in wiitlhg when a client has a small staff that

linits the segregation of duties.

Condition:
Cue ta the limited number of staff, many critical duties are combinaed and given to the avaiiable staff
andf/or board members.,

Eonkex:
Internal conbrols are weakened due to the lack of segregation of duties,

Effect:
Othar staff meambers andfor board members must be wiilized in order fo achieve good internal controls.

Cause;
Tha district doast'i have enough staff in fhe business office to have a proper segregation of duties.

Becommendsation:

At this tirme, we recommend the district segregate the dufies whenever possible and communicate this as
raquirad by professional standards. The correct process maets tha definition of a significant deficiency as
defined in Statement on Auditing Standards #1712,

Saction 1] - Faderal Award Findings and Quasiiched Costs

Mane,
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CASS GITY PUBLIC SCHOOL CISTRICT, CASS CITY, MICHIGAN
SCHEDULE OF PRICR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2008

Sectien Il - Financial Statement Findings

Findings considered material weaknasses

Finding 2007.1

Critetia:

Effoctive for the year ended Juns 30, 2007, Statement on Auditing Standards #112 lilled Communicating
interral Confrol Related Matters idendiflsd i an Audi! {issued May 2006), requires us (o communicate in
writing when a clien! requires assistance to prepare the foednotes required in fhe annual audit repott In
accordance wikh accounting principles generally accopted in the United States of America,

Condition:

After cansidaring the qualifications of the acesunting parsennel of Cass City Fublic Schools, we ballave
that the persannel have the abilities to maintain the day-to-day bookkeeping of the School District, but
they do naot have the qualifications and abilities to generale financial statements, including required
fooinotes, ih accordance with accounting principles ganerally acceptad in the United States of America.

Cause:
The staff of the disfrict does understand all information included in the annual financial statements:
tiowever, we assist in preparing the financial statements and relatad fooinotes.

Effect:
We assist management with the external financial reporiing responsibility o ensure their financial
statements are acourate.

Recommendation:

e do not recommend any changes fo this situation at this time and communicate this as required by
professional standards, We believe this meets the definition of & material weaknass as defined in
Siatement on Auditing Standards #1112,

Ciient Response: We are aware of this deficiency and believe it is not cost bensfickal in our situation to
devealop this expertise. We will cantinue o use our external auditors for this techhical assistance. We
would expect this situatien 1o be ongoing in fulure years

Section Hl — Federal Award Findings and QGuastionad Costs

Maone

Fage 10



CASS CITY PUBLIC SCHOOL DISTRICT, CASS CITY, MICHIGAN
CORRECTIVE ACTION PLAN
AUGUET 21, 2008

Cass City Public Schao! District respectiully submits the following corrective actian plan for the year
ended June 30, 2008,

Auditor; Andarson, Tuckey, Bernhardt & Doran, PG
715 E Frank St
Carg, M1 48723

Audit Period:  Year ended June 30, 2008

The findings from the June 30, 2008 schedule of findings and questioned costs are discussed
below. The findings are numbered consistently with the number assigned in the scheduls,

Finding — Financial statement audit

Significant deficioncy 2008-01,

Recormmendation: We do not recommend any changes o this situation at this fime and communicate
this as required by professional standards. We helieve this meets the definilion of a significant deficiency
as defined in Statement on Auditing Standards #112.

Action to be taken: We are aware of this deficiency and believe it is not cost beneficial iy our situation to
davelop this expertise. We wlll continug to vse our external avditors for this fechnical assistance. We
wolld expact this sifuation to be ongofhg in fulure years.

Significant deficiancy 2008-02.

Recommendation: We do not recommend any changes (o this sifuation at this fime and communicate
this as required by professional standards. We believe this meets the definition of a significant deficiency
as defined in Statement on Auditing Standards #1112,

Actlon to he taken: We are aware of this deficiency and believe it is not cost baneficial in our situation to

hire additional staff. We will continue to segregate dulies in the business office based on availabls siaff.
Vire would expect this slivation to be ongoing in fulure vears.

Fane 11
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Angust 21, 2008

Members of the Board
Cass City Public Schools

In planning and performing cur audkt of the financial statementis of the Cass Gity Public Schools as of
and for the vear ended June 36, 2008, in accordance with auditing standards generally accepted inthe.
United States of America, we considered the Dislrict’s internal control over financial reporting {internal
control) as a basis for designing ocur auditing pracatures far the purpese of exprassing our opinion on
the financizl stataments, but not for the purpose of expressing an opinion on the effectivensss of the
Distrist's internal confrol.  Accordingly, we do not express an opinion on the sHectivenass of the
District's btarnal confral. '

Our considerafion of internal control was for the Himited purpose described in the preceding paragraph -
and would not necessarily identify all deficiencies in internal contro! that might be significant deficiencies
or material weaknesses. However, during our audit, we noted certaln matters involving internal control
and other operational matters that are presented for your consideration. This lelter does not affect our
report dated August 21, 2008 on the financial statements of Cass Cliy Public Schools. Our comments

_are sumimarized as follows:

Lurrent Year Comment

Dversight of Federal Programs
. Currently the financial functions relating to federal programs are divided between three
staff members. Mo one person is in charge of bringlng the different functions together.
Thare should be ong employes charged with the responsibilly of ensuring that
- campitance with the financial requirernents asscciated with federal grants are complied
©owith, All gspects of the financial reporting should be routed thmugh this Individual for
comp!tanca pUrposss.

This cormmunicationis intended solely for the information and use of management and others within the
goverimental unit and is not Intendad to be and should not be used by anyone other than these
specifled parties. :

We appreciate lhe opporiunity to be of service to the Cass Cily Public Schools andlock forward each
year o confinulng our relatfonship. The cooperation extended to us by vour staff Hiroughout the audit

was greafly apprecizted. Should you wilsh to discuss any tem inciutied in this fetter futher, we would be
happy to do so0.

Vary, fruly yours

&.Jmﬂ«ﬁ‘kwthm e

Anderson, Tuckey, Bernhardt & Doran, P.C.

Cartified Public Accountants
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August 21, 2008

To the Members of the Board
Cass City Public Schools

We have audited the financial statements of the governmenta! activities, the business-type activities,
the aggregate discretely presented componsnt units, each major fund, and the aggregate remaining
fund information of the Cass Cly Public Schaols for the year ended June 30, 2008, and have issued
our report thereon dated August 21, 2008. Professional standards require that we provide you with
the following information related to our audit.

Our Responsibilit L. Generaglly Accepted Auditing Sfandards

As stated in our engagement letter dated August 20, 2008, our responsibiiily, as described by
profossional standards, is to express opinions about whether tha financiat statements prepered by
managemnent with your oversight are fairly presented; in all matertal respects, in conformity with U.5,
generally accepted accounting principles. Our audif of the financlal statements does not refleve you
or managerment of vour responsiblitties.

In planning and performing our audit, we considered Cass Ciiy Fublic Schools' interal contral over
financial raporting th order to determine our audiiing procedures for the purpese of expressing our
opinton on the finangtal stalements and not 1o provide assurance on the internat contral over financial
reporting. We also considered internal conirel over cornpliance with reguirement that could have s
direct effect on a major federal program in order to determine our audithg procedure for the pUTpOSE
of expressing our opinion on cornpliance and fo tgst and report on infernal conbial over compliance.in
accordance with OMB Circular A-133.

As part of obtaining reasonable assurance about whether Cass Cify Public Schools’ financial
statements are free of material misstaternent, we performed test of its compliance with cerain
provisions of laws, regutations, contracts, and granis, noncompliance with which could have a direst
and material effect on the determination of financial statement amounts. Howswver, providing an
apinion on compliance with those provisions was not an objective of our audlE. Also in accordance
with OMB Circular A-133, we examined, oh & test basis, evidence about Cass City Public Schools'
compliance with the types of compliance requirements described in the 1.5 Office of Management
and Budget (OMB) Circufar A-133 Compliance Supplsment applicable fo each of its majar federal
programs {for the purpose of expressing an opinion on Cass Clty Public Schools' compliance with
those requirements. While our audit provides a reazonable basis for our opinion, it does not provide
a iegal determination en Gass City Public Schocls’ complianta with those requirements. |

Plannad Smge ahd Tiring of the Audit

We performed the audl according to the ptanned scope and timing previously communicated to WL
in our meeting about planning matters on August 20, 2008. .
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Significant Audit Findings

Qualitative Aspecls of Sccounting Praclices

Management is responsible for the selection and uvse of appropriate accounting policies. I accordance
with the terms of our engagement lelter, we will advise managemsnt about the appropriatenass of
accounting policies and their application. The significant accounting policies used by the Cass City Public
Schools are described in Note 1 to the financial slatements. Mo new accounting policies were adopied
and the applicafion of existing policies was not changed during 2038, We noted no ransactions antered
ifo by the governmental unif during the year for which there is a lack of authoritative guidance or
consensus. There are no significant transactions that have been recognized in ths financial stalements in
a different period than when tha fransaction oscurred,

Accounting estimates are an intogral part of the financial staternents prepared by management and are
based on managament’s knowledga and experience abottt past and current events and assumptions
about future events. Cerlain accounting estimates are particularly sensitive because of thair significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive astimate affecting the financial siatermants was:

Estimates have been used in calculating the liabliity for emiployes compensated absences, Tha
astimated liabilly is approximately $216,332. We svaluated the key factors and assumplions
used to develop the estimate of compensated absences In detenmining that it is reasonable in
ralation to the financial statements taken as a whole,

The dizclosures in the financial statemenis are neutral, consistent, and clear. Certain financial skatement
disclosures are particularly sensitive becauss of their significance to the financial staterment users, We
did not identify any significant disclosures.

Difficufties Encountered in Parforming the Audit

We ancountered no significent difficulties in dealing with management in parforming and completing ocur
audit,

Correcled and Uncorrectad Misstatemenis

Professional standards require us to acoumulate all known and likely misstatements idanfifled during the
audit, other than those that are trivial, and communicats them to the appropriate leve! of management.
Management has corrected all such misstalements. In addition, nong of the misstaterments defected as a
result of audit procedures and corrected by management wers matsrial, etther individually or in the
agagragate, to tha financiz) statements taken as a whole.

Disagrasmenis with Managemant

Far purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reparting, or auditing matier, whether or not resolvad lo our sabisfaction, that could be
significant to the financial statements or the auditor's report. We are pleased to repart that no such
disagreerments arose during the course of our audit,

Managemant Reprasentations

We have requested certaln representations from management that are included i the management
representalion letter dated August 21, 2008,
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Management Consulfations with Other Independent Accotniants

I some cases, management may decide to consult with other accountanis ahout auditing and ascounting
matters, similar o cbiaining a “second opinion” on certain sifuations. If a consuiiation invoives application
of an accounting principle o the governmeantal unit’s financial siatements or a determination of tha type of
auditor's cpinion that may be expressed on those statements, cuwr professional standards require the
consuliing accountant to check with us to detemmine that the consullant has 2l the relevant facts. To our
knowladge, there ware no such consuitations with other accountants.

Oiher Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the governmental unif’s auditors. However,
thess discussions ocourced in the normal course of our professional relationship and our responses were
not & condition to our refention,

This information is infended solely for the use of the Members of the Board and management of the Cass
City Public Schools and is not intended to be and should net e used by anyone other thah these
specified parties.

Very truly yours,

MM,"I/ . W *"‘Lm, re,

Anderson, Tuckey, Bernhardt, & Doran, P.C.
Centified Public Accountants



